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Eprtor’s Note: President Frank Coutant sounded sometimes lucky for a while, ultimately get- 
this important note concerning Orderly Marketing 


; ting wrecked because of their inefficiency. 
at the summer meeting of the American Marketing § i J 
Association. The methods that are emphasized in Others sail safely along the course of 


his remarks should prove “the route to better Orderly Marketing, checking their progress 
profits”; they should, at the same time, prove by the instruments of modern business navi- 
beneficial to consumers. 


gation, troubled but not wrecked by storms, 

Op discovered America with only and reaching the port of Greater Profits in 
the stars to steer by, but he never 800d shape and on Game. 

reached where he meant to go. Today, any Yes, business is beginning to learn to be 
seaman going adventuring in a sail boat orderly in its marketing. Kenneth Goode 
could do better. As you all know, officers of Puts it this way: 
an ocean liner can determine their position The only vitally important man in modern busi- 
within a few hundred feet, and can predict "5S is the man who can command the distribu- 


tion of goods. Will the present $50,000 execu- 
arrival almost to the hour. ale present 9 sa 


; baggie ; tive, himself, go back to a study of the funda- 
Marine navigation has been made a sim- __ mentals on which all good advertising is based ? 


plified science. The oceans, tides, and posi- Or, will he, in time, be thrust aside by the men 
tions of the stars are charted, winds are now grounding themselves in the basic laws of 
measured, compasses and chronometers human nature? 
checked, speed and course measured and Answer this question as you please. My 
plotted, and only qualified officers are per- answer is that still another alternative is pos- 
mitted to operate ships. sible and often the better policy. For many 
Lots of business officers are still blunder- businesses, it is profitable to employ skilled 
ing along like Columbus. They come and go, specialists in orderly marketing. Their re- 
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lationship with the $50,000-a-year sales 
executive will be like that existing between 
Mr. Knudsen, who directs all manufactur- 
ing for General Motors Corporation, and 
Mr. Kettering, who heads the scientific 
studies that lead to building finer cars. Or, 
one might also draw a parallel with the re- 
lationship between a ship’s captain and a 
pilot. 

Pilots of orderly marketing are in no sense 
rivals of the sales captain. They have demon- 
strated their fitness for important executive 
rank, and many of them are attaining it by 
aiding the sales managers as co-planners of 
marketing strategy. They do not want to 
manage the sales department. That must be 
a job for a dynamic leader, who can rouse 
the organization to sales enthusiasm, which 
is necessary for carrying policies through to 
success. But the marketing specialists wel- 
come the assignment of coordinating sales 
and advertising policies. 

What is meant by orderly marketing ? One 
phase of it is an intelligent distinction be- 
tween making sales and making profits. That 
is the first lesson, which most business men 
have not yet learned. When sales go up, at 
almost any price, the Sales Manager gets 
patted on the back. He gets kicked elsewhere 
if they go down. When profits go up, the 
President pats himself on the back. When 
sales go up and profits go down, the execu- 
tives go looking for a whipping boy. Favor- 
ite ones are taxes, unfair competition, new 
laws, and labor situations. All of these are 
tough problems, but they have been with us 
ever since I can remember. If some one men- 
tions that silly selling has absorbed the 
profits, he is silenced. And yet Silly Selling 
is probable when a major executive gallops 
around, changing prices, policies, and prod- 
ucts with horse-back decisions, that are sub- 
ject to quick reversals if his wife tells him 
he’s wrong again. Such management is easily 
defeated by a modern marketing strategist 
who bases decisions on organized study of 


market potentials plus tests of trade and con- 
sumer reaction to prices, policies, products 
and packaging. 

Do I mean research? Yes, I do, but re- 
search is only a tool of marketing, and un- 
skilled hands can do bad work with the best 
of tools. What good is advertising research in 
the hands of one who does not know the 
fundamentals of advertising? What good is 
marketing research in the hands of one un- 
familiar with the principles of sound market- 
ing? 

The whole subject of orderly marketing 
is too big to be discussed in a few moments, 
so I shall deal with only one phase of it— 
Selective Selling. By that I mean selling for 
profit, rather than selling for volume. The 
fact that half the businesses of this country 
earn no profits at all, and many others earn 
less than bank interest on their capital in- 
vestment, proves that the great majority give 
only lip service to Selective Selling. They 
have only a vague idea of what it means, and 
still less knowledge of how to start. 

How should one go about selecting 
markets for orderly, profitable selling ? First, 
by laying a course along these lines: 

1. Cost analysis should be made to find the 
markets where sales expense is in profitable 
ratio to profit revenue. The bookkeeping depart- 
ment usually cannot do the job. The right kind 
of talent can often be found in the staff and 
encouraged to develop this special type of ac- 
counting skill. 

2. Markets need measuring for each kind of 
product. Take two examples, cities of nearly 
equal size—Hartford, Conn., and New Orleans, 
La. Hartford will buy many items that New 
Orleans refuses. One reason, Hartford has a 
per capita buying power of $830, New Orleans, 
$575. (These are the figures made up by Sales 
Management Magazine.) Also you have to 
study the mental attitude of a market toward 
your merchandise before you can decide wisely 
whether to spend or save your money. 

3. Competitive advantages require impartial 
analysis. Suppose a competitor has won a 
dominating position in a certain section because 
he makes a product so ideally suited to the 
needs of its people that yours is at a disadvan- 
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tage. Suppose he can deliver his goods there at 
a price below your cost, and still make a profit ? 
Is it not wise to let him have that territory, and 
operate where you have equal or better advan- 
tages, rather than try to break into his strong- 
hold at a loss? 

4. Concentration on best markets should be- 
come your selling philosophy. There are 96 
Metropolitan Districts in the country. In com- 
pact centers comprising 1.2% of the land area 
of the U.S. they contain 44.6% of the entire 
population, and do about 2/3 of the entire retail 
business. 

Don’t overlook working New York area in- 
tensively. Here there are over 100 districts im- 
portant enough to rank as cities. All are worthy 
of the individual attention you might be more 
inclined to give them if they were scattered 
around the country rather than concentrated in 
one compact area. 

5. It is elemetary in orderly marketing that 
a company should know what kind of prospects 
are most productive. All executives have opin- 
ions—few have facts. 

6. Finally, product lines, like most homes, 
tend to accumulate a great deal of junk that 
ought to be discarded. Study which products 
really earn profits for the company, and you will 
often find that there are slow selling items using 
up salesmen’s time, but making very little im- 
pression on the trade or on consumers, some- 
times because they are favorites of some high 
officer who does not recognize that their day 
is over. 


Now of course orderly marketing can be- 
come the basic policy of a company only 
when the highest officials understand its 
principles and insist upon practicing them. 
The sales department officials should know 
very clearly what orderly marketing re- 
quires, but that is not enough. Much silly 
selling is introduced into company policies 
by the ambitions of senior executives, who 
want to have the biggest sales in the field at 
almost any cost, or who want to have a na- 
tional business to brag about when concen- 
tration on a few sections of the country 
would be more logical and much more profit- 
able. 

Any sales official can begin to practice or- 
derly marketing by studying two phases: 


1. Analyze your salesmen’s routes 

It is customary in many businesses to say, 
“Oh, Thompson has worked his territory so 
long that he knows his way better than we could 
plan his routing for him.” 

That may be right, but by using a map for 
each man’s territory, drawing a line from town 
to town as he works them, and drawing a new 
line for each trip on the same map, surprises 
often appear. You will usually find that Thomp- 
son spends more time and money working some 
towns than they are worth in sales. 

Of course he has good friends among dealers 
who will give him a big welcome, even when 
they haven’t much business for him. You don’t 
want to break up those friendships, but you 
can get him to cut down on the frequency of 
such visits. Then he can have more time for the 
places where his relations at present are less 
intimate but orders are bigger. 

2. Analyze what your men are selling 

Many firms look only at the total dollars of 
business their men bring in, and never bother 
to figure out what goes into the total. 

In most lines of merchandise, there are low 
profit items where big sales are easily made, 
and high profit items with greater resistance. 

Analyze the sales made in terms of profit, 
and sometimes it turns out that some modest 
fellow to whom you never gave an accolade is 
your most profitable man. 


These are such simple fundamentals of 
marketing that there is only one good reason 
for discussing them—which is that not more 
than 200 firms are making the little effort re- 
quired to put them into practice. Standing 
out clearly, though, is the fact that almost 
without exception these firms made money 
right through the depression. 

Perhaps some senior executives have been 
frightened by too much talk about “market- 
ing science.” That term is a stretch beyond 
our present knowledge of marketing. When 
the next generation of executives moves into 
business administration offices, say 20 years 
from now, marketing may more properly 
claim to have become a science. Meanwhile, 
perhaps we had better stick to calling our 
methods “Orderly Marketing”—the route to 
better profits. 








Observations on the 1935 Census 


of Business 


WALTER MITCHELL, JR. 
Assistant Director of Research, Dun © Bradstreet, Inc. 


Eprtor’s Note: This article by Mr. Mitchell and 
the following one by Mr. Gabler emphasize both 
the strength and the weakness of the Census of 
Business. Both men have had unusual opportunity 
to work with the published reports of the census. 
Other suggestions for change and improvement 
will be welcomed by the Editors; they might well 
be the subject of continuing discussion by the 
Association as an aid to those in charge of the 
Census in order that it may finally serve its great- 


est usefulness. 
ey of the results of the exhaus- 
tive 1935 Census of Business has now 
been practically completed. The request of 
the editor for a critical appraisal of the Cen- 
sus is therefore particularly appropriate. 
These observations are, however, undertaken 
with some misgivings and reservations which 
should be presented at the start, so that the 
reader may constitute himself a critic of the 
criticism. 

The Census has a vast and ever-expanding 
list of uses and it seems unlikely that our use 
of Census figures in one office, or the limited 
chances which the author has found to con- 
fer with other Census users would reveal 
all, either of the good points, or the faults 
in the job. But the problems of Dun & Brad- 
street, both in credit investigation and busi- 
ness research, are sufficiently similar to those 
of the Census administrators, so that we are 
inclined to examine their work with a sym- 
pathetic eye. 

The making of regular Census enumera- 
tions in modern times is a practice of only 
about one hundred fifty years” standing, and 


*The Encyclopedia Britannica points out that 
the recorded surveys in Babylon and Egypt, as 
well as the Domesday Book of 1086 in England, 
more nearly resemble the present concept of a 
“Real Property Inventory” and were compiled pri- 
marily for taxation purposes. Both the name and 


98 


the Census of Distribution is, even by that 
standard, a mere infant in arms. By any 
standard the Census of Business, as it is now 
rechristened, is a lusty youth. It should be 
judged on its progress, rather than on its 
few remaining faults. 

The Census of Distribution in 1929 and 
the Census of Business in 1933 and 1935 
have had to progress without either the legal 
backing or long-standing prestige enjoyed 
by the Census of Manufactures. The latter 
two enumerations have been possible only 
through the use of workers on relief rolls. 
Since any criticism is largely determined by 
the author’s attitude toward such difficul- 
ties, it seems to me that they should be re- 
garded as inherent or as something to be es- 
caped in the future if possible, rather than as 
faults in a job which would otherwise not 
have been possible. Considering these diffi- 
culties, the general opinion of users seems 
to be that the job is astonishingly good. Al- 
most unanimous is the comment that the 
1935 Census improves on 1933 both in quan- 
tity and quality. 

Some of the suggestions offered here, with 
a future Census in mind, may also serve as a 
caution to users of the present Census.? They 
are presented in the form of suggestions 





the practice of regular enumeration of popula- 
tion appear to have originated with the Roman Em- 
pire. After the fall of Roman power, Census tak- 
ing was almost unknown until it was revived about 
1750 in several European countries. The require- 
ment of a Census every ten years, as embodied in 
the Federal Constitution, was unique in basic law. 

? This article is from the market research view- 
point. For comment from the retailer’s viewpoint 
see Retailing, Executive Edition, January 18, 1937, 
page 2, article by Werner K. Gabler of Gimbel 
Bros., Philadelphia, as well as Mr. Gabler’s article 
in this issue of THE JOURNAL, p. 109. 
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rather than adverse criticism because the job 
is already done. The question of whether to 
“accept delivery” does not seem to be before 
the research and marketing agencies, busily 
at work with the volumes now on hand. 


QUANTITY AND SPEED 


Speed has been the most impressive quality 
of this enterprise. The field canvass was later 
in this Census than in the next previous case, 
but publication of the first final volume, as 
well as the entire publication schedule was 
earlier. Because of a late start—March 1— 
field work was not closed until the first 
of October, 1935. The first final volume was 
predicted for January, 1937 and appeared 
in December, 1936, which is not only an 
unique victory over the time schedule not 
often achieved by statisticians of my 
acquaintance, but was about five months 
better than the previous performance—when 
the first volume of the 1933 Census appeared 
in May, 1935. In only one phase, so far as 
I can discover, did the 1933 Census beat the 
1935 schedule. Earlier closing of field work 
permitted publication of the preliminary U.S. 
summary in September, 1934, while the 
same summary was two months later this 
time. It should be stated in fairness that 
much of 1933 Census was released earlier in 
mimeographed form, and the delay in print- 
ing final volumes was largely caused by 
lack of funds. The final volumes of 1933 
data were not available until the dates shown 
in the chart, although it is estimated by Cen- 
sus officials that most of them could have 
been ready for publication about five months 
earlier. 

The total publication schedule for this 
latest Census has however, consumed more 
time mainly because the amount of material 
prepared and published was about twice as 
great. In spite of this, the finish of the 
regular publication schedule in June, 1937 
compares favorably with the finish of the 
previous Census in July, 1935. The compara- 
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tive quantities of material published will best 
be seen by scanning the concordance or tally 
chart. We have found in our office that clerks 
and research assistants not thoroughly famil- 
iar with all three series have some difficulty 
in finding the comparable tables, and believe 
this chart may prove helpful to others. 
Although opinions may differ as _ to 
whether the shift to photolithographic re- 
production is an improvement, it has con- 
tributed to the quality, economy and speed 
of publication. Elimination of the typesetting 
process cut out a possible source of error 
in figures and a considerable expense. Tables 
could be turned out faster and are just as 
readable. The process was first tried out in 
1933 but experience with it and advance 
preparation of the blank forms for tables 
have greatly improved the results this time. 


FIELD WorRK—COVERAGE 

Field workers visited every establishment 
this time as in 1933, and the coverage was 
better, but has some “soft spots” resulting 
from forces, in my opinion, almost entirely 
beyond the control of the permanent Census 
officials. The flood of N.R.A. and Code 
Authority questionnaires had only begun to 
erode the patience of business men when the 
1933 Census was taken; and a cooler wel- 
come was noticeable then, as compared with 
earlier Government studies. The 1935 can- 
vass was made when the high tide of re- 
sentment, against anything which could be 
cat-called “regimentation,” had hardly begun 
to ebb. 

Improvement against those odds was 
extraordinary. A new burden was the mis- 
sionary work needed in the Service, Trans- 
portation and Financial lines not previously 
covered. 

The disadvantages of relief workers in 
the field were anticipated somewhat from 
1933 experience. When I recollect the 
scarcity of competent help, even during the 
peak period of alleged unemployment, it is 
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easy to believe the complaints of Census 
officials that the pick of the W.P.A. flock had 
gone on to greener pastures of private em- 
ployment, leaving a remainder who were 
generally short on background, brains or 
vigor (or all three). 

Political patronage troubles apparently 
damaged the enumeration less this time than 
in 1933. According to rumors, a district 
supervisor in New Jersey on this latest Cen- 
sus suffered from an excess of zeal. He 
endeavored to see that only “deserving 
Democrats” worked on his project. In a pre- 
ponderantly Republican state this brought 
forth howls of pain and grief, as well as a 
practical stoppage of work. Apparently the 
permanent Census officials discovered the 
trouble early, arrangements were made to 
take competent workers of any political com- 
plexion and the work moved forward 
happily. 

In the smaller towns, these workers 
were local citizens, frequently personally 
acquainted with the merchants from whom 
they were requesting confidential figures. In 
many instances, a combination of ignorance 
and enthusiasm led these field workers to 
threaten merchants with legal action or tax 
retaliation if figures were refused. The effect 
on Census prestige and public good-will 
toward the Government was particularly bad 
because many business men were already 
aware that contribution of their figures was 
not compulsory under the law. In the large 
cities, this difficulty was overcome by assign- 
ing each worker to enumeration in a part of 
town where he had never lived. Coverage of 
small enterprises in the large cities was there- 
fore probably more complete than in the 
smaller towns; but total coverage seems to 
have remained about the same because a few 
large mercantile concerns in almost every 
city were violently opposed to the present 
administration and the W.P.A. program, and 
were fully aware of their legal right to refuse 
figures. 


The coverage of the Census this time is 
estimated by technicians in the Bureau to 
include 99 per cent of concerns and about 
95 per cent of the sales volume which they 
set out to cover. 

That is a better record than can be offered 
by almost anyone else in the field of statis- 
tical or business research, and I would like 
to see it stated in the published volumes— 
the number of cases, by states, trades, or 
other significant grouping, in which figures 
were refused to the enumerator. The Census 
would gain the confidence of its users—and 
lose no prestige elsewhere, if it admitted only 
99 44/100 per cent purity—or whatever the 
fraction may be. 

Coverage by number was fully as good in 
the cities as in the country in spite of vastly 
greater complexity of the job. Most of the 
5 per cent of missing volume is represented 
by large department stores and a few other 
large retailers. Footnotes show that refusal 
of figures by leading stores in Denver, Colo- 
rado, Sioux City and Cedar Rapids, Iowa, 
and in Buffalo, New York, made the depart- 
ment store and retailing totals for those 
cities practically useless. Some few other 
instances probably slipped by without foot- 
notes, and other discrepancies were not large 
enough to note. 

The case of Denver is particularly interest- 
ing. The story is going around of a national 
advertiser who recently used 1935 Census 
figures to apportion his newspaper space 
budget. His agency received a sheepish pro- 
test from Denver newspapers and depart- 
ment stores, admitting that a lack of under- 
standing as to the purposes of the Census had 
resulted in a more or less organized boycott 
of the field canvass, and urging that a more 
generous estimate of the city’s trade be used. 
Spyglass investigation suggested that even 
the Denverites themselves have found some 
local uses for the Census and are likely to 
be enthusiastic contributors next time. 

A study is now being made by Dr. W. R. 
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Pabst of Amherst College comparing the 
coverage of the Census with that of the Dun 
& Bradstreet Reference Book, and analyz- 
ing the reasons for differences. By his cour- 
tesy, | am able to use a little of his data in 
advance of publication. It is impossible to 
set up exactly comparable figures from the 
two sources, but the fact that retailers com- 
pose about three-fourths of the total num- 
ber of business houses listed in the Reference 
Book, encourages an attempt. For as nearly 
parallel groups of trades as could be assem- 
bled the Reference Book contained 98.3 per 
cent as many names as were covered by the 
Census in 1933, but in 1935 covered only 
90.2 per cent of Census names, which prob- 
ably indicates about 10 per cent better name 
coverage by the Census in 1935 than in 1933. 

At the same time these figures converted 
to show percentage changes, point to an even 
poorer name coverage by the Census of 1929. 
Policies governing the Reference Book ex- 
clude listings of certain limited groups of 
concerns covered by the Census, but their 
number is not large, and they supposedly re- 
main about a constant percentage of the total. 
Consequently a 10 per cent decrease in list- 
ings as compared with a 1 per cent decrease 
in names covered by the Census, is spectac- 
ular; even though it be assumed that the 
minority of manufacturers suffered a larger 
mortality rate than occurred among whole- 
salers and retailers. Net conclusion seems 
to be that the Census is becoming more com- 
plete with each new attempt. 


PERCENTAGE CHANGES IN NUMBER OF NAMES 


Census-Retail D. & B. Reference Book 


Enterprises Total Listing 
1929-1933 —1.1% —10.3% 
1933-1935 +1.8% + 0.5% 


The same figures compiled by states sug- 
gest that the Census attained a more even 
coverage in 1935. In 1935 the number of 
Census and Reference Book names compare 
closely throughout most of the states, 
whereas in 1933 the number of Reference 
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Book names substantially exceeded the Cen- 
sus coverage in quite a group of northeastern 
and midwest states, plus two states in the 
Northwest. 

The 1933 discrepancy was especially 
noticeable in Pennsylvania, and ties in with 
news items at the time regarding troubles 
in setting up a competent field force. With- 
out news files at hand, my memory is that 
local Republican bosses insisted on their own 
appointees with apparently the same percent- 
age of incompetents as appeared among the 
Jersey Democrats mentioned above. This was 
apparently straightened out somewhat but 
the canvass was late and incomplete. Com- 
parisons between 1933 and 1935 in Pennsyl- 
vania must be made cautiously. The 1935 
coverage is believed to be fairly complete 
and accurate. 


CHANGES IN DATE OF FIELD CANVASS 


The Census of 1929 was gathered during 
the Summer of 1930, but the field work for 
1933 had to be closed for lack of funds in 
May, 1934 even though not complete. This 
time, although a start was made in January, 
the bulk of figures were taken between 
March and August 1936. Remembering that 
about 400,000 new commercial enterprises 
are launched in the United States every year, 
and about 400,000 go out of business, this 
difference in the season at which the figures 
are gathered appears to carry the possibility 
of a considerable error or bias. Moreover, 
this rate of turnover of business enterprises 
appears to differ in various regions of the 
country depending on the importance of 
rural areas, rapidly growing cities and other 
factors. 

Census officials were aware of the prob- 
lem from previous experience, and field 
workers were instructed to find the owners 
of recently deceased enterprises when possi- 
ble and gather their figures for 1935. The 
score on this tombstone-reading was prob- 
ably poor, judging by the experience of 
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creditors in many such cases. Since the 
balancing group of 1936 business births were 
ineligible, the coverage was decreased to 
some unknown degree by this cause. 

The saving graces are two: 

(1) The large majority of discontinued 
concerns are small, so that volume coverage 
was hurt far less than numbers. 

(2) Comparisons with 1933 may have 
been improved, since both were varieties of 
short coverage. 

Another error factor of unknown potency 
operated in the opposite direction. A canvass 
in midsummer should have revealed to the 
hungry relief workers some thousands of 
restaurants, soft drink stands and other sea- 
sonal enterprises where the premises would 
have been unapparent and the owner inac- 
cessible to a worker making his rounds in 
the Spring—as was the case in 1934. 

The behavior of the “Other Retail Stores” 
unclassified at the Census trade classifica- 
tions may have been the result of such forces. 


NUMBER OF UNCLASSIFIED RETAIL STORES 


Year Time of Canvass Number 
1929 Summer, 1930 64,000 
1933 Early Spring, 1934 39,000 
1935 Late Spring & Summer 1936 81,000 


So many other factors, such as the repeal 
of Prohibition, affected restaurants that 
nothing very conclusive can be seen in the 
figures. 

The conclusion is safe, however, that effort 
should be made in any future Census to start 
the canvass as soon as possible after the close 
of the year covered, and to provide specially 
for coverage of seasonal business. In any 
case, the notes in published volumes should 
state clearly the period covered by the field 
work and any peculiarities such as a late 
start in a particular state. 


CLASSIFICATION OF TRADES 


The conflict between the desire to make 
the Census comparable with previous enu- 
merations and improve on classification of 


trades is basic. The Census Bureau has not 
ignored the difficulties but efforts to cope 
with it might be improved. Demands for 
changes in classification arise mainly from 
two sources: (1) associations or groups 
which have awakened to the possibilities of 
the Census and request more complete fig- 
ures or breakdowns, (2) the evolution of 
marketing which throws concerns from one 
classification in the previous Census to a dif- 
ferent classification in the current Census 
because they had changed their line or meth- 
od of operation. 

Two interesting instances of the latter 
have come to our attention in retail fields. 
Good roads and automobiles have, for some 
years past, increased the pull of shopping 
centers and the change has been marked 
enough to be noticeable even in the two-year 
period from 1933 to 1935. Many general 
stores have become primarily grocery stores, 
but the Census, as a practical matter, must 
keep to its rule of classifying a store in the 
trade where more than 50 per cent of its 
volume is sold. As a result the apparent in- 
crease in the grocery business was inflated 
and the trend in general store business de- 
flated in the published figures, but the men- 
tion of this shift in the comment at the front 
of Census volumes was too vague to be of 
value to users. 

Comparison of 1935 Census figures with 
an experimental count of Reference book 
names in Maine shows the following specific 
example. 


NUMBER OF GENERAL STORES 


Per Cent 
Maine 1933 1935 Decrease 
Reference book 
(March issue) 1,113 1,053 1.0 
Census 1,067 650 41.7 


This does not mean that Census is wrong, 
since the Dun & Bradstreet classification of 
any single store is unlikely to change unless 
the increase of grocery business is sudden 
and radical, or the merchant no longer terms 
his outfit a General Store. It merely demon- 
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strates the fact stated above: In order to 
safeguard the Census from misinterpreta- 
tion, it would be desirable to footnote the 
tables in such a way as to refer from such 
non-comparable items to the comment in the 
general text at the beginning of the volume. 

A similar shift occurred between radio 
shops and household appliance shops and 
this was more clearly noted in the Census 
comments—but not on the affected tables. 
Many stores engaged primarily in radio 
business in 1933 added washing machines, 
electric refrigerators or other household 
equipment lines to an extent which threw 
them into the latter classification in 1935. As 
a result radio retailing showed a downward 
trend, counter to practically all other retail 
experience, and household appliance totals 
were vastly inflated. Explanation of these 
changes seems to be the solution, rather than 
an effort to keep any concern in the same 
classification through all Census enumera- 
tions, because of the practical difficulty of 
following identical concerns. Many were 
doubtless under different management in 
1935, the 1933 management having failed to 
make a success of radio without some house- 
hold appliance sales to help cover overhead. 

The startling growth in the number of 
establishments in the automotive and restau- 
rant groups seems likely also to reflect classi- 


fication problems, but I do not know the 
details. 


NuMBER OF RETAIL EsTABLISHMENTS COVERED 


By CENSUS 
1929 1933 1935 
Automotive ........ 258,000 305,000 314,000 
Restaurants & eating 
ee 134,000 200,000 251,000 


Total retail stores ..1,543,000 1,526,000 1,654,000 
TABULATION PROBLEMS—DEFINITIONS 


The manning of the temporary Philadel- 
phia headquarters with clerical workers from 
relief rolls obviously yielded both advan- 
tages and disadvantages. Certainly the ad- 
vantages weigh more, for the Census would 


not have been possible otherwise. Again the 
astonishing thing is the goodness of the 
results obtained. 

Comments from experienced Census tech- 
nicians and officials, heard privately early 
in 1936, indicated that they would have 
ample trouble, but that they had rather 
thoroughly discounted these setbacks in 
planning the work. Under W.P.A. regula- 
tions the clerical staff at the Philadelphia 
headquarters could not be worked overtime, 
whereas career employees in the Census 
willingly put in long hours during the rush 
months, with a knowledge that equivalent 
leisure time can be reclaimed later. Thus the 
butt of all emergencies fell on small super- 
visory staffs of permanent Census employees 
who were frequently working to the point 
of “diminishing returns,” a degree of mental 
and physical fatigue which does not yield 
the utmost accuracy. 

Rent figures shown in 1935 apply to those 
establishments which lease (rather than 
own) their premises, which continues the 
practice of the 1929 Census. Rent data were 
not gathered in 1933. In most trades, a sub- 
stantial majority of concerns rent their quar- 
ters, but in certain primarily rurai types of 
retailing and in certain parts of the United 
States the majority of store quarters are 
owned and that fact is significant. The facts 
regarding the proportion of ownerships and 
rentals of retail stores would be valuable 
and the Census Bureau might consider pub- 
lication of tallies on this point. 

The mention of tallies opens up quite a 
wide range of possible improvement. Con- 
siderable valuable information could be 
brought out by this process without the time 
and expense of complete tabulation. For in- 
stance, tabulations by size of store and by 
size of town appeared in the 1933 Census, 
but nothing has been available to show the 
relationship between the two. It has gen- 
erally been assumed that the larger the size 
of the town, the larger the size of the aver- 








104 


age retail outlet. This is true of some trades, 
but decidedly untrue of others. For instance, 
such data as are available, suggest that large 
hardware stores occur more frequently in 
certain sizes of small towns than in the big 
cities. Medium-size grocery stores seem to 
appear with about equal frequency (in pro- 
portion to the population) in any size of 
town whereas very small, one-man grocery 
stores, expensive to serve and frequently 
slow pay, are more frequently a large city 
problem for the sales manager. 

It seems possible that the needs of quite 
a number of specialized users of the Census 
could be met by frequency distributions or 
tallies of numbers or sales volumes along 
this line, and at considerably less expense 
or danger of disclosure than would be in- 
volved in complete tabulation. 


Owners’ SALARIES 


The method of handling owners’ salaries 
or withdrawals in the compilation of retail 
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guide either to total labor costs or the em- 
ployee wage ratio. A comparison, recently 
published by the American Retail Federa- 
tion, of ratios from the Census and the Dun 
& Bradstreet Retail Survey, demonstrates 
the point (see table). Naturally, the Census 
figure most nearly agrees with typical total 
labor expense in those trades—such as motor 
vehicles and furniture—where the average 
establishment is large, and incorporated 
businesses are more prevalent. The Census 
wage ratio generally falls between the em- 
ployee and total wage ratios in the Retail 
Survey; whereas the two sets of findings 
agree rather closely as to “All Other Ex- 
pense.” 

A small special study of 1935 figures en- 
titled “Retail Operating Expense’”’ is offered 
as a substitute for the 1933 experiment of 
imputing an owner’s wage in the unincor- 
porated stores. These special tabulations in 
both issues of the Census cover only a U.S. 
total and a sample of five states: California, 


RETAIL OPERATING ExPENSES—1935 





Comparison of Census with Dun & Bradstreet Ratios 











Salaries and Wages All Other Expense 
Census D. & B. : — 
Total Total Employees Census D. & B. 
Grocery with Meats............. y Pe 10.1 5.4 7.6 6.6 
General Stores (with Food) 2.9 10.3 4.3 5.4 5.8 
Women’s Wear Stores............ 14.2 18.1 Y 37.2 13.3 
Motor Vehicle Dealers 
i” > ere 8.4 8.1 $5.5 1.8 8.0 
Permiture Stores... 0. cee 14.7 16 9.0 47.2 16.2 
Lumber & Building Material 
i ohne as5 ea wa etkia’ sicceins 12.6 15.0 8.4 10.7 10.9 
Hardware Stores................. 10.4 17.3 7.0 i.2 10.4 
ee ere 11.6 18.5 8.0 12.1 11.3 




















expense figures remains definitely unsatis- 
factory. The regular tabulations which in- 
clude operating expense ratios continue to 
show total reported expense, except proprie- 
tor’s compensation in unincorporated busi- 
nesses, as was done in 1929 and 1933. The 
result is a misleading mongrel, unsafe as a 


Georgia, Indiana, Kansas, and New York. 
The negative virtue of the 1935 report is 
that it ventures less blithely into a dubious 
procedure. 

In 1933 and 1929 operating expense ratios 
were offered with the proprietor’s services 
valued at the average wage for a full-time 
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clerk in his trade and region. In 1933 an al- 
ternative computation was offered in the 
compensation of proprietors in stores with 
less than $10,000 annual volume were scaled 
below the average clerk’s wage in proportion 
to the shortcomings of their sales volumes. 
Expenses of a drug store with $5,000 sales 
were charged with $492.50 for the proprie- 
tor’s services, one-half of the average annual 
clerk’s wages of $985. But no corresponding 
increase in compensation was imputed for 
proprietors of stores above the $10,000 
mark. 

The 1935 study gives comparisons with 
reported operating expense in 1933 and 
1929, gives the user some instruction in the 
léger de main described above, and leaves 
him to his own devices. The report mentions 
only one average clerk wage of $1,017 per 
year, with only an inference in the text that 
this might differ by trades and regions. Any- 
one who caught the inference and resorted 
to Volume V would find that it is impossible 
to compute the average wage per full-time 
employee by trades. The tables show part- 
and full-time payrolls separately, but do not 
separate the number of part-time and full- 
time employees. 

Since the study’s objective is of doubtful 
validity and is not reached anyway, the job 
could have been quite as well omitted. The 
“average clerk’s salary” scheme works badly 
in both large stores and small stores. In a 
small store, where considerable quantities of 
goods are withdrawn for family use, with- 
out charge on the books, the addition of any 
owner’s salary may result in owners’ with- 
drawals larger than is normal or natural for 
the size of store. In a large store, a clerk’s 
salary is less than the owner would normally 
draw or could expect to receive if working 
for someone else. 

No solution of the small store problem is 
presented here but it would seem to deserve 
further study. In the case of larger stores, 
the owners or proprietors more frequently 


draw regular salaries and enough figures 
should be at hand to permit computation of 
usual owners’ withdrawals for the various 
sizes and types of stores. This may not be 
the best possible solution but it is presented 
here merely because I am familiar with it. 
It is the process used in imputing owners’ 
salaries on schedules where they are missing 
in the Dun & Bradstreet Retail Survey. If 
this plan were followed, two expense ratios 
could be shown for each trade : one computed 
from those stores reporting owners’ salaries 
and the other from those stores lacking such 
a figure. 


ForM OF PUBLICATION 


The final group of suggestions pertains 
to the form of publication. They are pre- 
sented with the principal objective of making 
it easier for a user of Census figures “‘to find 
what he wants—and to be assured that he is 
not using what he doesn’t want”—a descrip- 
tion of requirements is sufficiently inclusive 
to cover practically all of the users’ troubles. 

A general index to the Census is needed. 
The 1935 volumes are well indexed, in con- 
trast to 1933 when some of the hastily pub- 
lished output had no index and only a very 
sketchy table of contents. For instance, 
Volume II, 1935, contains a very handy al- 
phabetical index of cities; and all 1935 
volumes contain helpful standard para- 
graphs describing the other volumes. The 
indexes proposed here would merely carry 
this one stage further. You doubtless recol- 
lect that you saw a certain table somewhere 
in the Census when you were digging up 
some other figures a month or two ago. In 
spite of all efforts to make the titles of the 
volumes as descriptive as possible, they are 
inevitably similar, vague and confusing. In 
the nature of the case they always will be. 
So you find yourself running a finger down 
the table of contents of five or six volumes 
to find a particular tabulation. 

If such an index could also be made a 
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sort of concordance, or back reference at 
the same time, it would be doubly useful, 
permitting the user to get comparable infor- 
mation out of the 1929, 1933 and 1935 pub- 
lications with one reference to the index. 
For instance Volumes II and III, 1935, carry 
table footnotes of helpful references to 
equivalent 1933 tables. Such an index should 
give: a) the names of all cities and towns 
separately covered, b) lists of functional 
information such as that covering expenses, 
and credit practices, c) the basic listing of 
the names of trades. It might be in columnar 
form such as has been used in the indexing 
of other Census material, showing the names 
of cities, states or trades in the stubs, table 
numbers (appropriately described) in the 
column headings, with page references in 
the body of the index table. It may yet be 
possible to obtain this if users make their 
wants known. (See comment below.) 

Both the indexing and the general use of 
Census volumes would be facilitated by num- 
bering all volumes. As it is now, the regular 
tabulations appear in numbered volumes, but 
all special studies and the volumes on various 
service, amusement and construction lines 
appeared without numbers or with a separate 
series of volume numbers which make it 
necessary to name the branch of the Census 
as well as the volume in order to prevent 
confusion among research assistants and 
clerical workers. It should be possible to set 
up non-conflicting series of numbers which 
would distinguish between the various 
groups of volumes and permit definite and 
convenient reference. 

The notes in the front of the Census 
volumes could be made more convenient for 
users. By a tradition prevailing in the Cen- 
sus Bureau, each volume must start with 
the assumption that the user has never be- 
fore seen any Census data. Such ignorami 
are becoming fewer and might properly be 
penalized for their belated arrival on the 
scene by being compelled to read smaller 


type. A separate paragraph or set of notes 
for veteran Census users need only call to 
their attention the changes from the previous 
Census, in classifications or in definitions 
which are involved in the current volume. 
Perhaps also the mention of peculiarities in 
the figures of a certain trade or changes in 
its classification could be made to stand out 
from a paragraph of otherwise routine read- 
ing by underlining the name of the trade. 
This has not been done and is practicable. 

Apparently one of the most popular and 
useful of the 1935 Census volumes is the 
new study entitled “Personnel and Payroll 
in Industry and Business and Farm Person- 
nel by Counties” recently published. It is 
good and has the great advantage that it 
appears a year or two sooner than the 
equivalent type of information can be made 
available in the Market Data Handbook 
(published by the Bureau of Foreign & 
Domestic Commerce following previous 
Census enumerations). 

As one who has worked both in the Gov- 
ernment and in private business, it seems to 
me appropriate to defend “the bureaucrats” 
against charges of stand-patism, laziness and 
incompetence, so frequently heard in busi- 
ness circles. It is my considered opinion that 
the average performance in the one case is 
neither worse nor better than in the other. 
Almost without exception Government 
bureau officials draw smaller salaries than 
the same degree of ability would yield in 
private business. As is natural and proper 
in a public service function, they are gen- 
erally more open to suggestion of improve- 
ments than executives in private business. 
Many Census users in my acquaintance have 
found them willing to codperate whenever 
possible in solving special problems. 

With the exception of a few clerical 
drones, outworn before the Civil Service 
requires retirement, the executives obtain as 
good an average of production from their 
help as prevails in private organizations. In 
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addition, the mechanical tabulating equip- 
ment of the Census Bureau has reached the 
highest stage of perfection and productive 
efficiency to be found anywhere in the world. 

Let readers of THE JOURNAL OF MARKET- 
ING write to the Census Bureau in Washing- 
ton about the things they don’t like in the 
Census or improvements they believe could 
be made. Constructive criticism is welcome, 
even more than the letters of fulsome praise. 
If relief funds should at some time be avail- 
able for additional study or supplementary 
work on the Census, such things as the index 
and supplementary tallies discussed above 
might be undertaken. The Census Bureau will 
know better what to do if you, as users, state 
your needs. But brace yourself for some dis- 
couragement. With limited facilities they 
cannot carry out all of our suggestions. 
Changes were necessarily more radical in the 
early models of the Census than they will be 


later, an evolution similar to the experience 
of automobile builders. Thinking in terms of 
“geologic time” the sooner you can assist the 
Census to approach the point of ultimate 
perfection, the longer you will be able to 
enjoy Census figures fully comparable with 
those previously issued. 

The number of copies sold of a privately 
published technical book constitutes evidence 
of its use. The Census Bureau does not have 
quite so automatic an index of its market. 
Workers in marketing research are a con- 
siderable part of the market for Census 
figures and if they expect the Census Bureau 
to obtain adequate funds in competition with 
the vast number of other Government agen- 
cies, their support and approval of the work 
of the Census should be made known. Ex- 
amples of the use which you make of Census 
material should be in the hands of the Census 
Bureau if it is to plead its case effectively. 


PARTIAL List OF SUBJECTS COVERED BY CENSUS VOLUMES ON THE DISTRIBUTION AND 
SERVICE TRADES. (WITH DATES OF PUBLICATION) 


1935 1933 1929 
Titles of Publications Census of Census of Census of 
Business American Business Distribution 
Volume Date Volume Date . 
RETAIL TRADE: 

United States Summary (Preliminary)........ I 10-36 
United States Summary (Final)............. I 6-37 I 5-35 x 
County and City Summaries................ II 12-36 Ill 5-35 X 
Kinds of Business by Areas................. III 12-36 II, VIII 5-35,1-35 xX 
es SIs 6 6640 08666005 re mesons IV 1-37 VI 1-35 xX 
Employment and Pay Roll.................. Vv 4-37 II 5-35 xX 
Credit Sales, Stocks, Size of Business & Other 

| OE CN AD Sen een ears VI 5-37 V, VII 5-35,4-35 X 
Retail Trade Survey (1934-35 comparisons)... — 4-37 
Analysis of Stores by Date of Establishment. . IV 5-35 
Special—Subject Reports................... — 6-37 -—4 — 

WHOLESALE TRADE: 

United States Summary (Preliminary)........ I 11-36 
United States Summary (Final)............. I 5-37 I 5-35 xX 
States and 25 Selected Cities................ Il 1-37 Ilthru VII 5-35 
Rn ca ceeedansoatadee Ill 2-37 IIthru VII 5-35 x 
SER ee IV 2-37 IIthru VII 5-35 x 
Employment and Pay Roll.................. V 3-37 Iithru VII 5-35 x 
Business Size Groups and Analysis of Oper. Exp. VI 4-37 IlthruVII 5-35 xX 
Credit Sales and Sales by Classes of Customers. VII 3-37 IIthru VII 5-35 xX 
rr res ekaeetaadnsent eens VIII 5-37 Iithru VII 5-35 xX 


Special—Subject Reports i 


| 
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PARTIAL List oF SUBJECTS COVERED BY CENSUS VOLUMES ON THE DISTRIBUTION AND 
SERVICE TRADES. (WITH DATES OF PUBLICATION) Continued 


1935 1933 1929 
Titles of Publications Census of Census of Census of 
Business American Business Distribution 
Volume Date Volume Date - 
SERVICE ESTABLISHMENTS: 
United States Summary (Preliminary)........ I 10-36 
United States Summary (Final)............. I 5-37 Lif 5-35 
County and City Statistics.................. II 1-37 III 5-35 
Monthly Employment...................... III 3-37 5-35 
CONSTRUCTION INDUSTRY: 
Work Performed, Personnel, Pay Roll, Cost of 
She oo plated asso sacar anita ah I 12-36 xX 
Employment by Months & by Occupational 
Re oh ala aig a ew vain even aak wih ateGe Om II 2-37 xX 
Work Performed by Type of Construction & 
hee) Beetle aca a nswiath bik gk Gai III 4-37 xX 
Special—Subject Reports................... — 
TRANSPORTATION AND WAREHOUSING: 
PPE CCST EE TET ETE xX 4-37 
Motor Trucking For Hire................... xX 5-37 
ace onnkeekaaew knw ls xX 3-37 
FINANCE AND INSURANCE: 
Banks—United States Summary............. x 11-36 
Financial Institutions Other Than Banks..... xX 1-37 
ERR AEE TO ee ree x 4-37 
MISCELLANEOUS BUSINESSES: 
ATES OL SERED et Deve gh are ge ee re ree xX 4-37 IV (Service) 5-35 xX 
Pisces of Amusement... .. 0.5 ccc ccc cee xX 4-37 I, I & Ill 
(Service) 
Radio Broadcasting. ...........cccccccceses xX 10-36 
ss can tanatanee senda ea X 3-37 
Distribution of Manufacturers’ Sales......... xX 4-37 xX 
Employment and Pay Roll by Counties...... X 6-37 xX 
Mines and Quarries: 1935................... xX 
Non-Profit Organizations, Office Bldgs., etc.... X 5-37 
re rrr ere xX 5-37 
Se I, 5 ceo cwasesisanenvacves xX 5-37 


*__The form of publication in 1929 was so different that specific volume references would cause con- 
fusion on this chart. ‘‘X’’ indicates that the data in question were published. 

1—"By States, Counties & Cities over 10,000 Population.” 

2“ Power Laundries,”’ ‘‘Retail Chains’’ 6-37. 

3—Special Study comparing 1929 and 1935 construction was incorporated in Volume III. 

‘—‘'Food”’ 2-35, ‘‘Variety Chains” 3-35, ‘‘Department Store Chains’’ 3-35, ‘‘Drug Stores” 5-35, 
“Store Sales by Size of City’’ 3-35. 

5—No date given. 

6—*‘New and Old Wholesale Establishments.” 

















Wanted: A Retail Census for the Retailers 


WERNER K. GABLER 


mM” of the major reports of the 1935 
Census of business are published. 
Many commercial and scientific publications 
print extensive articles about it with high 
praise for the excellent work accomplished. 
Mr. F. A. Gosnell, Chief Statistician of the 
Census Bureau, writes in an article in the 
June issue of the Journal of the American 
Statistical Association “The 1935 Census of 
Business is the most comprehensive business 
statistical undertaking that has ever been 
known.” Dr. Vergil D. Reed quotes in an 
article in the April issue of THE JOURNAL OF 
MARKETING, the following, from one of the 
hundreds of letters received from the users 
of Census data. 


To the economist these (Census of Business) 
publications provide the factual basis which is 
essential in the appraisal of the economic life 
of the United States. Although this seems to be 
a reference principally to academic, and there- 
fore, “impractical” studies, such is really not the 
case. Many a business man is also a good econo- 
mist, even though his technique be less refined 
than that of the scholar, and there are countless 
ways in which he puts this basic information to 
use. 

This last quotation probably expresses the 
reaction of a great many of the users of the 
1935 Census material and I have the highest 
respect for the excellent job done by the 
Bureau of the Census. If I have come to 
other conclusions it is probably because I 
wanted to use the Census data for a very 
specific purpose which is probably a different 
one than that of most Census users. Since I 
am engaged in retailing, I try to find facts 
which will supply me with an answer to some 
of retailing’s foremost problems, such as, 
the chain store controversy, labor problems, 
and problems of distribution costs. These are 
the problems which are foremost in every 
retailer’s mind, and I am sure that answers 
to these problems would be of interest to 


most forward-looking merchants. I have 
tried to the best of my ability, to find answers 
to these questions in the 1935 Census, but 
was very much surprised and disappointed 
by the almost complete absence of facts 
which would give me an answer to these 
questions. After I could not find the facts 
I wanted, I tried to work them out myself 
from published Census data, but found out 
that even this was not possible, whereas the 
1933 Census offered this possibility to a 
much larger extent. 

I have read with great interest Dr. Reed’s 
article in THE JOURNAL OF MARKETING on 
some suggested uses for Census of Business 
data, hoping to find other uses for retailers. 
Again I was surprised that from the eleven 
uses he suggests, only two may be of value 
to retailers. All the other nine are primarily 
uses for manufacturing establishments or 
large chains, but only of remote interest to 
retailers. Dr. Reed’s illustrations of the use 
of the Census are examples for manufactur- 
ing and wholesaling organizations, but none 
for retailing. 

This does not mean that all the great 
amount of data collected about retailing is 
of no use. It is extremely valuable . . . not to 
the retailer, however, but for the wholesaler 
and the manufacturer. As a retailer, this 
therefore, is my major criticism of the 
census data: Retailing is not analyzed for 
itself as a subject, but only as an object... 
as a market for the wholesaler and the 
manufacturer, both by the nature of the 
facts collected and the way in which these 
facts are presented in the Census volumes. 
This is true to a greater extent for the 1935 
Census than for the 1929 and 1933 Censuses. 
The Census gives answers that other indus- 
tries ask about retailing, but very few an- 
swers that retailers ask about retailing. 

It is far from me to blame the Census 
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authorities for this. Nobody is probably 
more responsible than the retailer himself. 
He never was interested enough to ask ques- 
tions about his own trade and did not make 
enough effort to have the Census collect 
these facts for him. This article therefore, 
should be the voice of a retailer who is 
interested in getting facts which are impor- 
tant to his own trade. 

What are those questions in which the re- 
tailers are interested? The following list 
gives a few of the most important questions 
and the following table tells which answers 
the three retailing Censuses provide for these 
questions. 

1. What are the sales of a certain kind of 


business, of a certain type of commodity, in a 
given locality? 


2. How much does it cost to do business in 
a certain kind of store? 

3. Are there differences in operating ex- 
penses by types of operation in the same kind of 
business ? 

4. Are there differences in operating ex- 
penses by the size of the store, or by the size of 
the company? 

5. What are the sales per employee working 
full time in the different kinds of business ? 

6. Are there any differences in sales per 
employee between the different types of opera- 
tion? 

7. What is the total payroll in per cent of the 
sales for kind of business and type of operation ? 

8. What is the average compensation per 
employee in retail stores by kind of business? 

9. Are there differences in average compen- 
sation per employee by types of operation? 

10. What is the average compensation for 
the rank and file by type of operation and kind 











PROBLEM 1929 CENsusS 


1933 CENsUS 1935 CENSUS 





Sales trends 

Operating expenses 
By kind of business 
By type of operation 
By type and kind 


By size of store 


By size of company 


Sales per full-time working 


person 
By kind of business 


Ry type of operation and 


kind of business 


Payroll % of sales 


Average compensation per 


employee 
By kind of business 


By type of operation and 


kind of business 


Compensation of rank and 


file 


By type of operation and 


kind of business 


Full-time, part-time relation 


By kind of business 


By size of community 





Tabulated 


Tabulated 
Tabulated 


Not available 


Tabulated for special area 
and kind of stores 
worked out for a num- 
ber of chains. 


Must be computed from 
other tables. 

Tabulated only for U. S. 
totals not by kind of 
business. 

Must be computed from 
other tables. 


Tabulated 


Not available 


Not available 


Must be computed from 
other tables. 

Must be computed from 
other tables. 





Tabulated 


Tabulated 

Must be computed 
from other tables. 

Must be computed 
from other tables. 

Not available 


Not available 


Must be computed 
from other tables. 
Must be computed 
from other tables. 


Must be computed 
from other tables. 
Tabulated 


Tabulated 


Not available 


Must be computed 
from other tables. 
Not available 





Tabulated 

Cannot even be com- 
puted from available 
facts without a con- 
siderable amount of 
guessing and unsound 


assumptions. (See ex- 
planation in text.) 


Must be computed from 
other tables. 
Cannot be computed. 


Cannot be computed. 


Cannot be computed. 
Cannot be computed. 


Cannot be computed. 
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of business and how does it compare with 
industrial workers ? 


11. What is the relation of full-time and part- 


time employees by kind of business and by size 
of community ? 


The surprising conclusion from the above 
table is that the 1935 Census provides less 
answers of interest to retailers than the 
previous censuses. It is interesting to note 
that the 1935 Census provides no usable 
data for operating expenses and, there- 
fore, gives no answer to some of the 
most vital problems which retailers have to- 
day. The reason for this is that they did 
not collect data on the number of part-time 
and full-time employees, but lumped them 
into one total. In other words, the Census 
figures on the number of employees in re- 
tailing is a total of employees who worked 
from only one day up to one year. This 
makes it impossible to compute average 
compensation per full-time employee and 
prevents any answer to the question of 
whether retail wages have come up from 
the bottom of the depression to the same 
extent as the manufacturing wages, or 
whether retailing still pays depression wages 
and is wide open for unionization drives. 
(The reader should be warned against com- 
paring compensation figures in any retail 
census with those in the manufacturing 
census, as the retail census includes every 
employee up to and including the Presidents 
of corporations, but the census of manu- 
facturing includes only factory workers. 
The only exception to this are the figures 
of compensation for one week collected in 
the 1935 Census.) 

The average compensation per employee 
was used in 1929 and 1933 as a basis for 
estimating the value of the proprietor’s 
services. This is a fair and rather conserva- 
tive basis, and does not need the special 
adjustment which was attempted in the 1935 
Census. Since the 1935 Census gives no 
average compensation, operating expenses of 
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owner-managed stores cannot be adjusted to 
make them comparable with those of in- 
corporated stores. Without this adjustment 
of proprietor’s compensation an important 
element of expense—in small stores the most 
important one—is entirely left out. This is 
the reason why all the operating expense 
data in the 1935 Census are practically use- 
less. 

The figure showing sales per employee 
working in retail stores can be valuable only 
if the number of part-time persons is re- 
duced to a full-time equivalent. Since the 
1935 Census gives no figures of the number 
of part-time persons, we have no facts about 
the sales of a full-time worker in retailing and 
no information on the problem whether pro- 
ductivity of retail workers measured in sales 
is increasing or decreasing. The 1935 Census 
collected figures for part-time and full-time 
employees during one single week in Octo- 
ber 1935. Any statistician who knows any- 
thing about the great seasonal fluctuations 
in retailing would never think of generaliz- 
ing the figures from one week to one year. 
The only thing which these figures for one 
week provide is an interesting cross section 
in a given moment. It therefore could be 
extremely valuable in comparing average 
compensation for full-time employee for dif- 
ferent types of operation in the same kind of 
business. 

Since executive personnel is for the first 
time separated from clericals, the Census 
would have a great chance to give accurate 
and authoritative information on one of the 
most controversial problems in retailing— 
the wages paid by chains and independents. 
The Census however, fails to break down 
these figures by types of operation and again 
fails to give an answer to this extremely 
important problem. 

The lack of separation of full-time from 
part-time employees not only makes it im- 
possible to draw any conclusion from operat- 
ing expense data but also fails to give much 
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wanted information on average compensa- 
tion per employee by kind of business, type 
of operation, and on the relation of full-time 
and part-time employees by kind and type 
of business and size of community. These 
are the reasons therefore, why the 1935 
Census provides less answers about retailing 
which are of interest to the retailer than the 
two previous Censuses as shown in the above 
table. 

It is natural that any new statistical 
venture of such a complex nature as a 
census of retailing requires changes and im- 
provements from census to census. Any such 
changes have advantages and disadvantages, 
the latter being that the comparability be- 
tween different years is impaired and that 
it is difficult and sometimes impossible to 
work out trend figures. This is the logical 
price of any improvement in the schedules 
and tabulations and any serious student is 
willing to pay it. All those changes, however, 
should be clearly marked indicated and ex- 
pressed, and warnings given against com- 
paring uncomparable data. The problem be- 
comes serious only when the Census Bureau 
itself presents figures as comparable and 
draws conclusions from them when careful 
analysis shows that the figures are actually 
not comparable. It happens that one of the 
major conclusions of the comparison be- 
tween different Censuses is based on such a 
mistake. This is the trend in the number of 
proprietors of retail stores. In the following 
table the number of proprietors of retail 
stores for the United States in the three 
different Censuses and the definition given 
by the Census of the term “proprietor.” 

From these figures the Census in 1933 
concluded that “The numbers of proprietors 
increased nearly 62,000 despite a decrease of 
17,000 in the number of stores.’”’ This aston- 
ishing fact of the increase of the proprietors 
in the depression was widely quoted by out- 
standing authorities on retailing, for instance 
by Professor Nystrom at the hearing of the 


Borah-Van Nuys Price Discrimination Bill 
in Washington. If we analyze the definitions, 
it seems likely that the entire increase of 
62,000 is due to the fact that the enumerator 
in 1933 counted not only proprietors but also 
their wives and adult children who were out 
of a job and helped in the store to keep 
busy. If we had any means of eliminating 
these family members, it is not impossible 
that the number of proprietors in 1933 had 
shown a decrease in the same proportion as 
the stores, instead of an increase. From 1933 
to 1935 then we probably would not find a 
decrease, but an increase in the number of 
proprietors parallel to the increase of the 
stores. Such figures would seem more logical 
and easier to explain than the present 
figures. 





c > No. of 
en- | Proprietors a 
sus |U. S. Total Definition of Term 


1929 | 1,511,000 | “Proprietors and Firm Members.” 
1933 | 1,574,000| Proprietors. “The enumerators 
were instructed to include as pro- 
prietors all owners of unin- 
corporated establishments and 
adult members of their families 
who were actively employed in 
and devoted the major part of 
their time to the business. 

1935 | 1,510,000 | Proprietors. “Active Proprietors 
and Firm members are proprietor 
owners devoting the major por- 
tion of their time to the business. 











It is not the purpose of this article to 
blame anybody for the facts as presented 
above. The article is just a quest for a census 
which answers the questions of the retailer 
about his own trade. Retailing has grown 
out of its infancy and is one of America’s 
greatest industries. In the buyers’ market of 
our present machine age its importance has 
greatly increased. It therefore, has a right to 
be treated, not just as an object for the 
distribution of the manufacturers’ and 
wholesalers’ goods, but as a subject which 
can expect from a business census answers 
to questions about its own important prob- 
lems. 
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Wholesale Buying by Consumers 


HENRY DIXON TAYLOR 
Dixon-Taylor-Russell Co., Provo, Utah 


Eprtor’s Note: This study was made in the spring 
of 1937 while Mr. Taylor was undertaking grad- 
uate work at New York University School of 
Retailing. It presents some interesting develop- 
ments in a method of marketing that seems likely 
to be of continuing importance both to consumers 
and to old-line merchants. Perhaps it may be said 
with safety that no form of marketing institution 
is permanent; this article emphasizes one of the 
transitions that may become more important. 


REASONS FOR PusLic INTEREST 


5 yer attention of the consuming public 
within the last few years has been fo- 
cused on the practice of “wholesale buying” 
or “buying for less than retail prices.” Al- 
though this practice has existed for a long 
time and has constituted one of the problems 
of retailers and trade associations, it has 
been brought to the attention of the consumer 
by the following developments : 


1. The demand for low prices fostered by 
the depression. Many institutions make their 
purchasing departments available to their em- 
ployees and manufacturers and wholesalers, 
searching for sales volume, allowed consumers 
to buy from them directly. 

2. The growing interest in the consumer co- 
operative movement—with its ultimate purpose 
of effecting a saving to its members, below es- 
tablished retail prices. 

3. An article in the American Mercury 
Magazine reprinted in the January 1937 issue of 
Readers’ Digest, entitled “Only Saps Pay Re- 
tail Prices.” It pointed out methods being used 
by consumers to purchase at substantial reduc- 
tions from retail prices. 


THe EXTENT oF “Less THAN RETAIL” 
BuyYING 

To secure accurate information on the 
total sales to customers at so-called “whole- 
sale” prices is an impossible task. The Na- 
tional Retail Furniture Association made a 
study of the problem in the furniture field, 
and published its estimate in a report en- 
titled “Reporting An Annual One Hundred 


Twenty Five Million Dollar Leakage or 
Retailing’s Sales Loss of One Dollar in 
Every Ten.” This report reads as follows: 
“One hundred twenty five million dollars, 
based on 1934 sales volume, hence more 
probably one hundred fifty million based on 
1936 figures, is the sales total being lost to 
legitimate retailing in furniture through 
illegitimate modes of distribution.” A buyer 
in the rug department of a large New York 
department store has estimated that from 
10% to 15% of rug and carpet sales are 
diverted from regular channels through the 
various methods of “less than retail” sources. 
One of the large universities whose pur- 
chases are over 1% million dollars for the 
school year 1935-1936, reported that of this 
amount, $21,000 was for employee’s personal 
use. A life insurance company employing 
over 15,000 persons, estimated that about 
80% of its employees made purchases 
through the employee’s store during the 
year. Although definite figures are not 
available, it is certain that the purchases 
through these various channels amount to 
millions of dollars annually. 


MetTHODs OF WHOLESALE BuyING 

Investigation revealed that there are vari- 
ous methods of wholesale buying available 
to consumers. Among the more common 
types are the following: 

1—Direct from manufacturers and whole- 
salers. 

2—Through institutions. 

3—Through commission brokers. 

4—Through buying clubs. 


Direct Selling by Manufacturer and 
Wholesaler 


Many manufacturers who supposedly use 
wholesalers and retailers as outlets for their 
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merchandise, have allowed consumers to se- 
lect and purchase articles direct from their 
factories and showrooms. Many whole- 
salers and other middlemen have allowed the 
same practice. Part of the blame for the 
practice may be traceable to merchants 
accompanying and sending customers to 
these selling floors. This has encouraged 
direct selling. 

Control of open showrooms. One of the 
problems of greatest concern to retail furni- 
ture and home furnishing dealers in the 
metropolitan area is the proper control of 
these manufacturer and wholesaler show- 
rooms. The availability of these warerooms 
to the retailer’s customers has served as an 
incentive for the small merchant to carry in 
his stock a very limited assortment of that 
manufacturer’s merchandise. He can take 
customers to the showroom and have at his 
disposal the entire display of the manu- 
facturer’s output, from which his customer 
may make a selection. Customers, who have 
once seen the complete lines carried on the 
showroom floor, will possibly never again 
be satisfactory shoppers and prospects in 
the retail stores. 

In many cases, customers have been al- 
lowed to go to showrooms unaccompanied 
by a merchant or one of his employees. The 
merchant merely gives his card, which serves 
to identify the customer. Instances have been 
noted where customers have entered into 
sales agreements directly with salesmen on 
the showroom floor, and the retailer has 
received no credit for the sale. 

Steps taken to control open showrooms. 
The Associated Metropolitan Retail Floor 
Covering Dealers recently drew up a resolu- 
tion by which the manufacturers and whole- 
salers agreed to abide. It was hereby agreed 
that only authorized dealers or their agents 
would be permitted to buy merchandise or 
get quotations in a wholesale showroom. An 
authorized dealer was defined as one who 
has a regularly established place of business 


with his name over the door and carries a 
stock of at least $1,000 worth of rugs. Con- 
sumers would be admitted to showroom only 
when accompanied by an authorized dealer 
and would be allowed to buy only through 
the dealer at the dealer’s own establishment. 
Furniture dealers, interior decorators and 
others soliciting floor covering business with- 
out carrying the minimum of stock fixed by 
the standard of practice would not be ad- 
mitted to showrooms unless accompanied by 
an authorized dealer. 

The furniture industry through the Na- 
tional Retail Furniture Association has also 
protested this direct to consumer selling and 
the open showroom policy. It has passed 
resolutions calling for manufacturers and 
wholesalers to codperate and help in stamp- 
ing out these practices. It also seeks to elimi- 
nate the misrepresentation practiced by some 
retailers of posing as wholesalers so as to 
attract trade. 


Buying Through Institutions 


This group includes banks, railroads, in- 
surance companies, universities, lodges, fra- 
ternities, churches and numerous other 
organizations. It has been estimated that over 
1300 such organizations exist in Metropoli- 
tan New York alone.’ 

Methods of operation. For the purpose of 
this study, the methods of the following three 
types of institutions were reviewed: 


A. Universities. 


Purchases for employees are handled 
through the university’s purchasing depart- 
ment. By shopping in department and other 
retail stores, the employee determines the arti- 
cle which he wishes to purchase. He secures 
the trade name, number, size, color, model and 
other necessary information. The order is then 
placed with the purchasing agent of the univer- 
sity, who in turn orders the article from a 
manufacturer or jobber. Delivery is made to 
the employee’s home or to the university. In 


William J. Cheney—“They Call Our Cus- 
tomers Saps.” National Furniture Review, Decem- 
ber, 1936. 
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many cases, if the employee prefers to make 
his selection at the showroom of the manufac- 
turer or wholesaler, the purchasing agent of 
the school makes all necessary arrangements. 
The invoices are made out to the university, 
and the employee makes his payment there. 
The university thus assumes the credit risk. 


B. Insurance companies. 


One of the large life insurance companies 
visited operates what is called a “cooperative 
store.” This is a large room well stocked with 
merchandise of all kinds. The goods are marked 
on a basis of cost plus sufficient markup to pay 
the operating expenses of the store. This ex- 
pense consists chiefly of salaries to clerks, as 
the space occupied is furnished free by the 
company. Due to lack of space, only small items 
are displayed. If merchandise that is desired 
is not kept in stock, the store manager orders 
it for the employee, or gives him a discount 
card permitting him to visit the showrooms of 
the manufacturer or jobber. The goods are 
billed to the insurance company, who in turn 
collects from the employee. 


C. Banks. 


Some of the banks in New York City oper- 
ate what are known as “Employee Clubs.” These 
organizations are operated independently of 
the bank, but receive company encouragement 
and cooperation. One phase of their activities is 
the operation of a store located within the bank. 
Merchandise may be purchased for slightly 
above wholesale prices. The bank furnishes 
space and light free of charge. 


The ethics of wholesale buying by institu- 
tions for employees. Whether large institu- 
tions and organizations should be allowed to 
continue the practice of purchasing for their 
employees is an interesting problem. Accord- 
ing to the National Retail Furniture Associa- 
tion these methods are unfair to the retailer. 


The approach to business organizations spon- 
soring or permitting the existence of employee 
purchasing facilities is primarily a logical one. 
Retailers do business with banks. But they do 
not borrow money at wholesale rates. Nor do 
they arrange for special low interest rates for 
their employees who may at times negotiate 
individual loans. They receive no especial favors 
and ask none which are not granted to other 
lines of business in equal or better proportion. 
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Retailing neither asks nor receives special rates 
for the transportation of freight, nor its em- 
ployees in their private travels. Retailing has 
never enjoyed special prices on gasoline, oils 
and other merchandise other than quantity dis- 
counts allowable to all purchasers of similar 
quantity and quality. Neither the retailers nor 
their employees enjoy special prices on meat, 
coffee, and other food products. Both retailers 
and their employees pay taxes to the same ex- 
tent as do those individuals and firms in other 
lines of business. It is therefore difficult to 
argue logically that banks, railroads, oil com- 
panies, packing houses, governmental and 
municipal agencies should set themselves up to 
do a retail business, operating without profit and 
charging the loss of operation to the general 
profit and loss of the parent enterprises in order 
to offer employees particularly favorable access 
to discounts in fields entirely divorced from 
their own and not in competition with them. 
Retailing has a valid claim that active compe- 
tition in retail distribution, by companies and 
agencies with which it in turn does not compete, 
is an unfair trade practice to deliberately set up 
agencies that tend to ruin a firm’s own custom- 
ers. Retailers are the legitimate customers of 
banks, railroads, oil companies and practically 
all other branches of the economic system.’ 


During the course of this study it was 
found that several organizations who had 
maintained a service of purchasing for em- 
ployees has discontinued the practice. One 
large insurance company which employs over 
10,000 persons had been particularly active 
in assisting employees to secure the lowest 
possible prices on all types of merchandise. 
They discovered, however, that the practice 
had many disadvantages. A tremendous 
amount of time and labor was involved in 
the purchasing department. The employees 
found many of their purchases unsatisfac- 
tory, due to wrong colors, sizes and numer- 
ous other reasons, resulting in returns and 
adjustments. The ill will of the local mer- 
chants in the community was very noticeable. 
These very merchants and their employees 
were important prospects for insurance. 


? National Retail Furniture Association report, 
p. 24. 
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After careful consideration the insurance 
company decided to eliminate the practice. 
Their employees were paid a fair wage, 
justifying them in patronizing the local retail 
stores. 

Commission Brokers 


Under this classification of less than retail 
sources for the consumer may be listed those 
individuals known as curb-stone brokers, 
“office-in-hat” operators and merchandising 
offices operating frankly for profit. They are 
usually located in office buildings, occupying 
merely office space. Others may display a 
limited stock of merchandise and have 
samples from which selections may be made. 
In most instances, the customer finds it 
necessary to visit department and specialty 
stores to determine definitely what he wishes 
to purchase. He gives his order to the broker, 
specifying size, model, color, etc., of the 
article desired. If a new customer, he pays 
for the purchase in advance. If an old 
customer, payment is required on receipt of 
goods. In some cases, a charge is made for 
delivery. One of these brokers recently an- 
nounced a free delivery service within a 25 
mile radius of New York City. Many de- 
liveries are made to the customer by the 
jobber or manufacturer from whom the 
broker makes the purchase. 

Commission broker method of operation. 
These brokers operate with a very low over- 
head expense. The space they occupy is 
small, hence the rental is low. One or two 
people are able to care for the customer 
trade, resulting in a minimum of salaries. 
Little or no stock is carried, so that the in- 
vestment is small. All sales are cash transac- 
tions, payable usually in advance, with no 
returns or adjustments, so that there is no 
risk of bad debts. Consequently, these brok- 
ers are able to sell to consumers at greatly 
reduced prices, and still make a substantial 
margin of profit for themselves. 

One usually learns of these operators 
through friends who have patronized them, 
although there are cases in which the oper- 


ators have publicly advertised. Some have 
used the method of sending circulars to pros- 
pective married couples, offering to save 
them money on their home furnishings. 
These lists are secured from marriage license 
records. 

In some instances, salespeople work with 
curb-stone and commission brokers who 
have wholesale connections. They deliberate- 
ly divert business from stores employing 
them by suggesting to customers that they 
patronize brokers. Operating without over- 
head, both salesperson and broker can realize 
a commission and still undersell the retail 
store, which naturally is required to carry 
large displays of merchandise and is subject 
to the many expenses incurred in the opera- 
tion of a retail store. 

Curbing commission brokers. There are 
credit rating concerns which have published 
lists of risks in the furniture industry as well 
as other lines of merchandise. Manufac- 
turers have used these ratings extensively. 
They have relied on the credit rating com- 
pany’s investigation of the risk, rather than 
undertake a personal investigation of all ap- 
plicants for credit or purchase of merchan- 
dise. 

Many curb-stone brokers and _ office-in- 
hat operators have secured ratings in these 
lists, so that their orders have not been ques- 
tioned by manufacturers. The furniture 
trade association has recommended that the 
publishers of these ratings make an investi- 
gation of their lists. The result has been the 
elimination of many illegitimate dealers 
from the credit rating books, and a general 
revision of the lists. Manufacturers have 
also been urged to be more careful in ac- 
cepting orders, honoring only those from 
legitimate retail and wholesale dealers. 


Buying Clubs 


Many organizations have been established 
through which either buying is done for 
members by a purchasing agent or staff or 
rebates are granted on purchases from ap- 








~_—_—-— — FR ee et 


~ 


~A-_mna fr 


—~ 


— 2h ae & 








THE JOURNAL OF MARKETING 


proved stores. A membership fee is charged. 
An organization catering to mail order busi- 
ness was visited that has characteristics of a 
buying club but calls itself a consumer co- 
operative. Membership consists of the pay- 
ment of a $2.00 fee which allows a patron 
purchasing privilege for one year. A share 
of stock purchased at $10.00 entitles the 
owner to life membership. 

On commodities which have a fixed na- 
tional price, members remit the prevailing 
market price. The surplus resulting from 
the purchase operations is returned to con- 
sumers after a quarterly period. 

The prices of the majority of popular ad- 
vertised goods, however, do not have fixed 
list prices, but vary throughout the country. 
On these goods, the cooperative sets a 
“member price” based on the cooperative 
wholesale cost plus 10% to 15% overhead. 
The cooperative claims that since merchants 
operating for profit have “wasteful” over- 
head of 22% to 33 1/3%, the practical sav- 
ing is immediately realized. 

This codperative advises its members to 
visit local showrooms of manufacturers and 
make selection of merchandise desired, se- 
curing manufacturer’s name, retail price or 
mudel number. It also advises members to 
keep price quotations and information confi- 
dential in order not to arouse the antagonism 
of local dealers, claiming that a local dealer’s 
complaint to a manufacturer may prevent 
further shipment of merchandise into that 
territory. The organization issues a cata- 
logue with a description and price of com- 
modities available. It claims to have a list 
of 300,000 articles from which its members 
may choose. 


Lecat ASPECTS OF WHOLESALE BUYING 
BY CONSUMERS 


The problem of buying at wholesale for 
consumers presents some interesting ques- 
tions in the light of recent legislation. 

Robinson-Patman Act. Section 4 of the 
Robinsgn-Patman Act provides that ; “Noth- 
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ing in this act shall prevent a codperative 
association from returning to its members, 
producers, or consumers the whole, or any 
part of, the net earnings or surplus resulting 
from its trading operations, in proportion to 
their purchases or sales from, to, or through 
the association.”” This provision affords pro- 
tection to those organizations which qualify 
as consumer cooperatives. Other types of 
buying organizations, however, may en- 
counter some difficulty in proving that they 
are not unfair competitors to retail dealers. 
One university recently applied to the Fed- 
eral Trade Commission and received an 
opinion that the operation of its purchasing 
department was not in violation of the 
Robinson-Patman Act. 

Fair-Trade Acts. Most states have enacted 
legislation allowing manufacturers the privi- 
lege of establishing by contract the minimum 
resale price of an article. By means of the 
Tydings- Miller Bill, the Federal government 
recognizes the legality of such contracts in 
inter-state commerce between states that 
have fair trade acts. The law makes it pos- 
sible for manufacturer to set a minimum 
price at which his product must be sold in 
retail stores. Customers of commission brok- 
ers, wholesale showrooms, employees of 
banks and other institutions evidently would 
not be affected by this set price if title passes 
to them directly and not to the contracting 
organization. 

It is an interesting problem as to the posi- 
tion of institutions in purchasing for their 
employees. In order for them to qualify as 
a wholesaler purchaser, invoices are gener- 
ally billed to them, rather than the employee. 
They temporarily hold title to the merchan- 
dise. In transferring the goods on to the em- 
ployee with a markup, regardless of its size, 
it would appear that a resale has been con- 
sumated, and the institution is in the same 
position as any retailer, and subject to all 
the laws applying to retail stores. If institu- 
tions, however, place an order with the 
manufacturer or jobber in the name of the 
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employee, and the employee makes his re- 
mittance or check payable direct to the ven- 
dor, the institution would be acting merely 
as an agent in the transaction. They would 
be a guarantor of the account, but could not 
then be classed as a retailer. 


COMPARISON OF Prices AVAILABLE FROM 
DIFFERENT SOURCES 


In order to determine the actual prices 
paid for merchandise through some of the 
“less than retail” agencies in New York 
City in comparison with retail prices, ten 
standard articles were shopped at different 
stores. Both department stores and stores 
specializing in the lines shopped were in- 
cluded. Commission brokers and three types 
of institutions were chosen to compare with 
the stores. Prices were obtained from three 
banks, one insurance company, one univer- 
sity, and two commission brokers. Ten na- 
tionally advertised articles in the home 
furnishings division were selected for com- 
parative purposes. The home furnishing field 
is one that has been greatly subjected to 
these various kinds of practices and there- 
fore affords an interesting field for study. 
Well known, branded items were chosen 
since most department stores and specialty 
stores carry them, and since they are avail- 
able at wholesale sources. 

The quotations from the commission 
brokers were secured by friends of the 
author who are customers of these agencies. 
Also friends employed in the three types of 
institutions mentioned obtained the selling 
prices of the items through the purchasing 
facilities available in the organizations where 
they work. 

The accompanying exhibit presents the 
findings, from which the following conclu- 
sions may be drawn: 


1. Radios and the Toastmaster were the two 
items most subject to promotion in department 
*The comparative prices given were obtained 


before the enforcement of the Felt-Crawford Act, 
the New York fair trade law. 
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stores. Radio specialty shops, especially those 
located on Cortlandt Street are highly competi- 
tive, and presented a variety of prices on the 
same model. 

2. The selling price suggested by the manu- 
facturers on standard brand items is quite gen- 
erally observed in department stores, regardless 
of their promotional policies of other items. 

3. In comparing the figures of institutions 
with those of commission brokers, the bank 
offers lower prices to its employees in seven out 
of the ten articles compared. 

4. The prices of specialty stores and depart- 
ment stores vary but little on most of the 
items, and only in the case of the Ace spring do 
they quote a lower figure than found in the 
“less than retail” methods. 

5. Actual savings are effected in buying 
through the commission broker and institution. 
On some items the saving is very great as com- 
pared with retail prices. 


ADVANTAGES AND DISADVANTAGES OF 
WHOLESALE BuYING BY THE 
CoNSUMER 


The major advantage for the consumer in 
purchasing through so-called “wholesale” 
sources is the actual cash saving that is made, 
but there are some disadvantges connected 
with the practice: 


1. Cash must generally be paid when the 
goods are ordered or received. When credit 
terms are available, it is generally the retailer 
posing as a wholesaler that offers them. 

2. The sale is usually final. At all events, 
there is not the freedom of adjustment and the 
guarantee of satisfaction provided by the high 
class retail store. 

3. An extra charge is often made for de- 
livery. 

4. The customer is inconvenienced in making 
a selection. Stores must still be shopped, the 
special buying contact made, and frequently a 
trip to the vendor’s showroom may also be 
necessary. The customer can seldom buy the in- 
spected article, rather he must depend upon a 
sample or description. 

5. Many concerns offering “less than retail” 
prices are racketeers who sell inferior goods, 
and over-charge the customer who thinks he is 
getting a bargain. The customer has to be sure 
of the article and of the prices available in 
legitimate retail stores. 
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Poticies Stores May Apopt To MEET 
THE PROBLEM 


Retail stores have several possibilities as 
courses of action to pursue in dealing with 
this competition that detracts from their 
normal trade. 


1. They may disregard and ignore it on the 
belief that these prac ices have always existed 
and have not reached an alarming stage. It is 
argued that most customers will be impressed 
by the disadvantages listed above and find buy- 
ing at retail most satisfactory. 

2. Retail stores can adopt a policy of meet- 
ing the prices of the “less than retail” sources 
in the cases of those customers who have access 
to these sources. This method of competition, 
however, would be unfair to the regular clien- 
tele of a store who make all purchases at retail 
prices. 

3. Another possibility is in lower prices on 
deliveries direct from vendor or factory to cus- 
tomer. A lower markup could be applied on 
these sales since many expenses of retailing 
would not apply to them. 

4. The most logical method of combating and 
meeting the problem is for retail stores to give 
greater support to their trade associations, and 
cooperate with them in promoting campaigns 
to educate and eventually eliminate the evils. 

5. Steps could be taken to initiate a legisla- 
tive program, preferably through the various 


trade associations, to curb and eliminate illegiti- 
mate and unfair methods of distribution. 


Future oF Less THAN RETAIL BuyING 


In conclusion, it is interesting to speculate 
as to the future of these methods of distri- 
bution. If the stimulus of current publicity 
and present trends—including the consumer 
cooperative movement—is strong enough, 
the practice may become a permanent method 
of distribution. On the other hand, if the 
practice has been greatly encouraged and 
stimulated as a result of the depression, the 
return to normal times should turn much of 
this business to regular channels. Manufac- 
turers will be able to sell their output to 
regular retailers, and not find it necessary 
to cater to these “less than retail” dealers. 
Another factor that could alter the situation 
is the possibility of legislation to protect the 
retailer. 

In spite of the possibilities that the future 
may hold, these practices are very much in 
prominence today, and are diverting a siz- 
able volume of business from regular retail 
channels. They constitute a real problem for 
the retail trade, and an intriguing but risky 
opportunity for customers who become in- 
itiated to their possibilities. 
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Price Stabilization Attempts in the 
Grocery Trade in California 


LORENZO ALVA McHENRY 
University of Santa Clara 


Epitor’s Note: Business competition is undergoing 
many changes. This article by Mr. McHenry and 
the following one by Mr. Berna present important 
aspects of the general problem. How decisions 
concerning production and prices are to be made, 
by whom, and in whose interest, are matters that 
are receiving much attention and experimentation 
at present. It seems worthwhile to have as com- 
plete a record of the various experiments as pos- 
sible in order that the mistakes of the present may 
be avoided in the future. 


aie early in the century the California 
grocery trade has been experimenting 
with various measures of price control. This 
paper does not aim to evaluate the economic 
aspects of this price fixing movement, but 
aims to describe and interpret it on the as- 
sumption that the importance of grocery 
products makes the developments in this 
trade of such significance as to justify sepa- 
rate review. 

In 1906 the California Retail Grocers’ 
Association took its first important step to 
restrict retail price cutting. Representatives 
of the grocers’ association approached the 
five milling companies in the San Francisco 
area, requesting that profitable flour prices 
be established and maintained. Only one of 
the five millers agreed to the proposal. The 
California Retail Grocers’ Association then 
carried on a campaign among its members, 
urging them to support the one milling com- 
pany which had established a protected price. 
Evidently the four companies which refused 
to establish resale prices, experienced severe 
repercussions, since they adopted minimum 
resale price policies a few months later.’ 

_ *The millers in establishing fixed resale prices, 
increased the margin of profit from twenty cents 


to one dollar a barrel. California Retail Grocers’ 
Advocate, Aug. 28, 1914, p. 5. 


In 1907 the National Grocers’ Association 
held its convention in San Francisco. During 
the convention, delegates from the Pacific 
coast held meetings to discuss the retail 
grocer’s price cutting problem as found in 
the larger Pacific coast cities. In these meet- 
ings the Pacific Coast Grocers’ Association 
was organized. A program was adopted for 
the purpose of inducing more manufacturers 
and distributors to adopt minimum resale 
prices. Members of the various state and 
local retail grocers’ associations were to be 
requested to support manufacturers main- 
taining prices.? It was also agreed to boy- 
cott wholesalers who refused to cooperate 
with a manufacturer establishing resale 
prices. This action taken by the Pacific 
Coast Grocers’ Association was the first ma- 
jor price fixing movement in the California 
grocery trade.’ It is significant to note that 
during this early period, an important num- 
ber of wholesalers vigorously opposed the 
price fixing movement. In several instances, 
however, they refused to sell price cutters in 
order to prevent reprisals from other re- 
tailers.* 


* California Retail Grocers’ Advocate, May 10, 
1907, p. 33. 

* A few months after the adoption of the Pacific 
Coast Grocers’ Association program, the Cali- 
fornia Retail Grocers’ Advocate reported that over 
a half-hundred manufacturers were maintaining 
resale prices in the Los Angeles area. By June 
1907, the California Retail Grocers’ Advocate spe- 
cifically mentioned eighteen manufacturers that 
were controlling resale prices. California Retail 
Grocers’ Advocate, May 10, 1907, p. 33 and June 
21, 1907, p. 33. 

*In one case,.a Los Angeles department store 
which advertised cut prices on standard lines, 
found itself cut off from Los Angeles wholesale 
supplies when the wholesalers had been threatened 


121 





122 THE JOURNAL OF MARKETING 


THE GROGAN v. CHAFFEE CASE® 


In 1907 the California legislature passed 
the Cartwright Act, which is California’s 
anti-trust law.® Considerable apprehension 
resulted among the proponents of price fix- 
ing, as to whether the act might interfere 
with the resale price movement. It was dur- 
ing the following two years that the first case 
was tried in the California courts to test 
a manufacturer’s legal right to maintain 
resale prices under the Cartwright law. 
C. P. Grogan, a manufacturer of olive oil, 
sued H. G. Chaffee, a Pasadena grocer, for 
cutting the stipulated fixed price on “Gro- 
gan’s Purity Olive Oil.” The Superior and 
Appellate courts ruled against Grogan, 
throwing the resale price movement into 
confusion. However, early in 1909 the Cali- 
fornia Supreme Court reversed the lower 
courts’ decisions, stamping its approval on 
certain types of resale price control.’ 

The favorable supreme court decision re- 
sulted in a further increase in the number 
of manufacturers adopting resale price poli- 
cies. By January 1, 1909, the California Re- 
tail Grocers’ Advocate noted two hundred 
and forty-two price controlled items (includ- 
ing different sizes).* The list throughout the 
next two years increased constantly. The is- 
sues of the California Retail Grocers’ Advo- 





with boycott by the local trade. San Francisco 
jobbers then supplied this price cutter. The north- 
ern California grocers then proceeded to boycott 
the offending jobbers until it was agreed to stop 
supplying the Los Angeles price cutting concern. 
Supra, note 2. 

*Grogan v. Chaffee. 156 Cal. 611; 105 Pac. 
745 (1909). 

*Cal. Stats. 1907, Chapter 530. 

"In the reversal of the decisions of both the 
Superior and Appellate Courts, Judge Sloss 
stated: “There is nothing either unreasonable or 
unlawful in the effort by the manufacturer to main- 
tain a standing price for his goods. It is simply 
a means of securing the legitimate benefits of the 
reputation which his products may have attained.” 
California Retail Grocers’ Advocate, Mar. 12, 1909, 
p. 11. 

* California Retail Grocers’ Advocate, Jan. 1, 
1909, pp. 28-29. 


cate indicate that trade conditions during 
this period were very well stabilized. 


THE INFLUENCE OF THE Dr. MILES 
MepiIcat Co. v. JoHN Parks Co. DECISION 
IN THE CALIFORNIA GROCERY TRADE® 

In April 1911 resale price maintenance 
legality received a stunning blow. In the case 
of Dr. Miles Medical Co. v. John Parks Co., 
the United States Supreme Court decided 
that a combination between a manufacturer, 
wholesalers and retailers to maintain a fixed 
selling price on a commodity not patented, 
was in restraint of trade. While nothing in 
the decision stated that a manufacturer 
would be in violation of the Sherman Anti- 
Trust Act, if he sold only to those whole- 
salers or retailers who agreed to maintain the 
fixed minimum selling price, the court did 
say, “after a manufacturer had parted with 
the ownership of his goods, whether they 
were copyrighted, trade-marked or not, he 
could not enforce a contract with his dis- 
tributor to maintain a uniform selling price.” 
Under the Pacific coast plan, where manu- 
facturers were attempting to control their 
resale prices, the jobber agreed to do nothing. 
The manufacturer controlled the price on his 
goods by refusing to sell price cutters or 
those who supplied price cutters. With this in 
mind, the California Retail Grocers’ Asso- 
ciation assured its members that the Dr. 
Miles Medical Co., decision, had no bearing 
on the legality of the Pacific Coast plan.’® 

However, a few days later N. K. Fair- 
banks Company, one of the pioneers and 
leaders in resale price maintenance on the 
Pacific coast, notified the trade that in view 
of the decision in the Dr. Miles case, it would 
discontinue its policy of maintaining resale 
prices on its “Gold Dust” and “Cottoline.””’ 
While several distributors and manufac- 


* Dr. Miles Medical Co. v. John Parks Co. 220 
U.S. 373: 31 S. et. 373 (1911). 

* California Retail Grocers’ Advocate, Apr. 14, 
1911, p. 16. 

"California Retail Grocers’ Advocate, Apr. 28, 
1911, p. 12. 
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turers continued to maintain resale prices, the 
apex of California’s first major movement 
in price fixing in the grocery trade had been 
reached. The evidence clearly indicates that 
the 1911 federal decision in the Dr. Miles 
case resulted in an abrupt change in the Cal- 
ifornia resale price control movement. 


Tue GHIRARDELLI v. HUNSICKER CASE!” 


In December 1912, the California Su- 
preme Court again gave its approval to resale 
price maintenance. This case involved a 
wholesale intermediary between the manu- 
facturer and retailer. The Ghirardelli Com- 
pany attached notices on all its cases of choc- 
olate, stipulating the minimum resale price."* 
Hunsicker, a retailer, had purchased Ghirar- 
delli’s ground chocolate from a wholesaler. 
He had full knowledge of the notice, yet 
sold the chocolate at a cut price. Hunsicker 
claimed that the Ghirardelli Company could 
not force him to maintain the retail price, 
since he was not dealing directly with the 
company. The Supreme Court of California, 
however, ruled that a contract made express- 
ly for the benefit of a third person may be 
enforced, providing the contract was en- 
forceable. This contract was not looked upon 
as violating the Sherman-Anti Trust Act or 
the Cartwright Act, since the manufacturer 
had no monopoly of the article and was mere- 
ly trying to conduct his business at a rea- 
sonable profit. This decision was the first case 
to determine whether the so called Pacific 
coast plan of protected prices was legal or 
not.’ 


" Ghirardelli v. Hunsicker. 164 Cal. 354; 128 
Pac. 1041, 

*For the wording of this notice see: E. T. 
Grether, Experience in California with Fair Trade 
Legislation Restricting Price Cutting, California 
Law Review, Sept. 1936, p. 643. 

“For a detailed account of these California and 
federal cases see, Merrell, Grether and Kittelle. 
Restriction of Retail Price Cutting with Emphasis 
on the Drug Industry. Work Materials No. 57, 
Division of Review, National Recovery Admini- 
Stration, 1936. 
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THE STATUS OF RESALE PRICE MAIN- 
TENANCE DURING 1913-1916 

Thus, with the beginning of 1913, the 
problem as to the legality of resale price 
maintenance was veiled in uncertainty. The 
two cases, Grogan v. Chaffee and Ghirar- 
delli v. Hunsicker, cleared up the problem 
considerably as far as the interpretation of 
California law by California courts was con- 
cerned. But the federal courts created com- 
plete confusion as to what could or could 
not be done in interstate commerce. The 
California Retail Grocers’ Association tried 
to convince manufacturers enjoying inter- 
state trade, that California courts would 
protect them in their efforts in establishing 
and maintaining minimum resale prices. 
However, during the period from 1913 to 
1915 the number of manufacturers main- 
taining resale prices decreased constantly. 
In September 1914, the California Retail 
Grocers’ Advocate listed 216 price controlled 
items (including brands and sizes).’®° By 
October 1915, the list had dropped to 69 
items.*® 

In 1916 the California Retail Grocers’ 
Association made an attempt to revive the 
resale price movement. Manufacturers who 
were protecting prices were widely publi- 
cized in the California Retail Grocers’ Ad- 
vocate, and the trade was asked to boost the 
products of these manufacturers. The at- 
tempt to expand the number of price pro- 
tected goods met with little success. Prices 
were rising rapidly and the practical difficul- 
ties of adjusting fixed prices from time to 
time, to keep in line with the changing cost 
of raw materials, no doubt kept many manu- 
facturers from establishing minimum 
prices.’? Loss-leader selling became common 
throughout several sections of the state. The 


* California Retail Grocers’ Advocate, Sept. 18, 
1914, p. 30. 

* California Retail Grocers’ Advocate, Oct. 8, 
1915, p. 24. 

"Seligman and Love note, that many firms 
found that advertised resale prices constituted a 
severe handicap in the conduct of business during 











weekly issues of the California Retail Gro- 
cers’ Advocate during the early part of 1917, 
note that severe “price wars” broke out in 
the bakery trade. Sugar, coffee, flour and 
some canned goods were being regularly sold 
at less than cost. 


PrIcE CUTTING AFTER THE WorRLD WarR 
AND THE NEw Move To OBTAIN 
RESALE PRICES 


During the World War in 1917 and 1918, 
the United States Food Administration im- 
posed strict price regulations on the grocery 
trade. This activity replaced the demand for 
resale price maintenance. Early in 1919, when 
the government relinquished its restrictions, 
serious price cutting again broke out in both 
the San Francisco and Los Angeles areas. 
The retail price structure became increas- 
ingly demoralized by the opening of new 
cut-rate chain stores, by the dumping of sur- 
plus army stocks on the market and by the 
establishing of company stores.’* A period 
of ruinous prices resulted. 





this period of rapidly rising prices. See: Seligman, 
E. R. A. and Love, R. A., Price Cutting and Price 
Maintenance, 1932, pp. 29-32. 

* Several factories, mercantile houses, banks 
and federal institutions established stores for the 
benefit of their employees. In numerous instances 
the prices paid for grocery items by the employee 
was less than the cost price to the small retailer. 
For example, in June 1920, the Advocate printed 
prices on identical items, showing the wholesale 
price to grocers and the quoted retail price to the 
employees of the Bethlehem Shipbuilding Cor- 
poration. 


Bethlehem Retail 
Shipbuilding Grocer’s 
Corporation, wholesale 
retail price to _— price. 


employees. 

Per case 
Del Monte whole red beets $ 2.04 $ 2.10 
Del Monte solid pack tomatoes 1.68 1.85 
Calumet baking powder 2.64 3.02 
Kellogg’s Corn Flakes 4.32 4.20 
Carnation Milk 5.52 5.45 
Crisco (3-lb.) 11.04 12.42 
Aunt Jemima’s Buckwheat flour 5.40 6.65 


See: California Retail Grocers’ Advocate, June 11, 
1920, p. 33. 
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In 1920, a new movement was started to 
obtain protected retail prices. Coffee, an item 
that had been selling at less than cost for 
several years, was selected by the California 
Retail Grocers’ Association, as the first item 
to be stabilized. The California coffee roast- 
ers were approached and induced one by one 
to adopt stop prices. It took however, two 
and a half years to bring all of the major 
roasters into line. The California milling 
companies then were similarly approached, 
but none of the millers were responsive. In 
1926, several manufacturers and distributors 
in the grocery field began to adopt resale 
price policies along with the coffee roasters. 
The movement appeared to be growing rap- 
idly, when Hills Bros., in 1926, was ordered 
by the Federal Trade Commission to cease 
its methods of maintaining resale prices.’® 
In June 1926, when Hills Bros. announced 
that it could no longer continue its resale 
price policy, a general collapse of retail 
prices resulted. It was now recognized by 
the proponents of price control, that any 
other attempt at resale price fixing would 
be certain to fail, unless some sort of legis- 
lation was passed. Consequently there has 
been a series of legislative enactments in 
California for the purpose of stabilizing 
prices. | 


CALIFORNIA LEGISLATION OF 1913 
1931 anp 1933 
In 1913 the Unfair Competition Act was 


* Hills Bros. was requested by the Federal 
Trade Commission to explain and defend its resale 
price policy in April 1923. Hearings were held in 
San Francisco and Washington. On February 3, 
1925, Hills Bros. received an order from the com- 
mission to cease and desist maintaining a resale 
price on its coffee. Hills Bros. announced to the 
trade that it would take no notice of the order as 
it was going to appeal from the order to the 
United States Circuit Court. In January 1926 the 
United States Circuit Court ruled against Hills 
Bros. An appeal was carried to the United States 
Supreme Court. The Supreme Court had an- 
nounced its refusal to reopen the case in June 1926. 
Hills Bros. then had no other alternative than to 
suspend its resale price policy. 
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passed.”° This law prohibited unfair compe- 
tition and discrimination in prices between 
different localities of the state. The grocery 
trade took little notice of this legislation.”* 
In 1931, the 1913 act was revived and 
amended by the Anti-Discrimination Act.” 
The 1931 act reiterated the 1913 provisions, 
making it unlawful to discriminate between 
different locations, and added some slight 
changes in the anti-discrimination provision. 
This 1931 amendment was aimed at the prac- 
tices of chain stores. During the same year, 
California’s Fair Trade Act was passed.” 
Neither of these acts was used to any great 
extent by the grocery trade. The Anti-Dis- 
crimination Act was used more as a potential 
threat against discriminatory price cutting 
and the Fair Trade Act has been used only 
to a slight extent in the grocery trade. 

The 1913 Unfair Competition Act was 
further amended in 1933 by the Sales Below 
Cost Act, which forbade sales below invoice 
cost on goods in the ordinary channels of 
trade for the purpose of injuring or destroy- 
ing competition. The California grocery 
trade was greatly interested in this piece of 
legislation, since it aimed to stop loss leader 
selling. The Sales Below Cost Act had been 
in force only a few months when the United 
States inaugurated its N.R.A. program. Un- 
der the retail grocery code, a minimum mark- 
up of six per cent above invoice cost was 
required. This requirement took the place of 
any need for action under the Sales Below 
Cost Act. When the N.R.A. activities were 
abandoned in the fall of 1934, serious price 
cutting broke out in several areas of Califor- 
nia. The California Retail Grocers’ Associa- 

* Cal. Stats. 1913, p. 585. 

* The act was aimed to control certain practices 
of public utilities and oil companies. 

* Cal. Stats. 1931, pp. 1333-5. 

* Cal. Stats. 1931, p. 583. For a brief account of 
the development and the results of these acts, see, 
E. T. Grether, Fair Trade Legislation Restricting 
Price Cutting, JOURNAL OF MARKETING, April 1937, 


p. 344-54. 
* Cal. Stats. 1933, Chapter 504, pp. 1280-1. 
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tion attempted to stem this wave of price 
cutting, by using the Sales Below Cost Act. 
However successful prosecutions were diffi- 
cult. There was the difficulty of proving 
“intent to destroy competition.” Just exactly 
what was cost and how to determine it, was 
another stumbling block. To alleviate this 
latter difficulty, only sales below invoice cost 
were considered as violations of the law. 
Furthermore the Sales Below Cost Act, re- 
quired that a retailer bring suit against a 
violator. The state and local retail grocers’ 
associations soon found that it was next to 
impossible to get a grocer to file a complaint. 


THE CALIFORNIA UNFAIR Practices Act?® 


In 1935 the Unfair Competition Act was 
further amended, this time by the Unfair 
Practices Act. This act brought together seg- 
ments of the 1913 act, the 1931 Anti-Dis- 
crimination Act and the Sales Below Cost 
Act, as well as adding other provisions. The 
new law prohibited discriminatory prices 
between different localities for the purpose 
of injuring competition. It prohibited the 
selling of any article below cost for the pur- 
pose of injuring or destroying competition. 
Cost was clearly defined, the act specifically 
listing the factors that constituted cost. The 
act prohibited the payment of all rebates or 
allowances not extended to all purchasers 
upon like conditions. Of prime importance, 
the act gave a trade organization, a munici- 
pal or county corporation as well as an indi- 
vidual, the right to prosecute a violator of 
the law. 

With the passage of the Unfair Practices 
Act, the California grocery trade has en- 
tered into another major price regulation 
era. Enforcement bureaus, similar to the past 
N.R.A. code authorities, have been set up 
under the direction of the state and local 
retail grocers’ associations. Under the Unfair 
Practices Act, cost is defined as invoice or 
replacement cost (whichever is the lowest), 


* Cal. Stats. 1935, Chapter 477. 
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plus the cost of doing business. The various 
food and trade bureaus, however, have made 
no attempt to enforce minimum prices to the 
letter of the law. As a starting point for 
their enforcement programs, nearly all of 
the bureaus have established a six per cent 
above invoice or replacement cost, as the low- 
est permitted retail level.*® 


The Effectiveness of the Unfair 
Practices Act 


The experience of the past two years has 
brought to light many of the difficulties en- 
countered in the enforcement of the Unfair 
Practices Act. The enforcement agencies 
have in most cases, attempted to persuade 
violators to cease selling below cost without 
bringing them into court. Up to January 
1937, twelve cases had been taken into court 
in the Los Angeles area. Eight convictions 
were obtained and four were lost. In the 
San Francisco area, four cases had been 
won and one lost. In the Sacramento area 
five out of six cases taken into court resulted 
in convictions. In a number of the cases, 
temporary injunctions were obtained and the 
defendant put up no further opposition. 

An account of the number of cases won 
and lost gives little enlightenment as to the 
true effectiveness of the Unfair Practices 
Act. Since July 15, 1935 when the Unfair 
Practices Act became a state law, up to 
August 15, 1937, effective enforcement has 
fluctuated greatly in the various areas of the 
state. In Southern California, after a few 
months of partial success, a general price war 
broke out in November 1935.?7 Price cutting 


* The San Diego Retail Grocers’ Association 
adopted a 9-per cent mark-up. The 6-per cent 
mark-up as generally adopted, was a carry over 
from the N.R.A. retail grocery code. The first 
three enforcement bureaus organized under the 
act had former retail code authorities as their 
executive secretaries. Thus, it was natural that 
they adopted the same basic level for enforcement, 
with which they were familiar. 

* The Commercial Bulletins of November, De- 
cember 1935 and January 1936 give an account of 
the general price disturbances in this area. 


conditions remained virtually the same until 
February 1936, when an attempt was made 
to restore the minimum mark-up. For a brief 
period it appeared that the activities of the 
Southern California Food and Grocery Bu- 
reau were bringing about a stabilized con- 
dition of retail grocery prices. In June 1936 
the program for maintaining the 6-per cent 
mark-up collapsed. It was claimed that the 
use of gift schemes had caused this new 
breakdown.** A month later another attempt 
was made to restore the 6-per cent mark-up, 
but without success. The Commercial Bulle- 
tin stated that: “Lack of complete unity 
prevents the establishing of the 6-per cent 
minimum, and the plan is abandoned for the 
present.”’?° 

A few decisive convictions against price 
cutters were obtained in the Los Angeles 
area during the latter part of 1936 and the 
retail market became better stabilized. How- 
ever, due to the revival of premium and gift 
plans, price cutting broke out again in July 
1937.3 

Other areas in California have had similar 
experiences. In the San Francisco vicinity, 
while no general price war has occurred, 
price cutting in violation of the Unfair Prac- 
tices Act has not been removed. In Oakland, 
the loss of an important case (the Sixth 
Street Market case) has done more to break 
down the price structure in this area than 
any other factor. At the present time in the 
San Francisco area, the 6-per cent mark-up 
is being ignored by several members of the 
trade.*? In the San Diego area, after main- 
taining the 9-per cent mark-up for many 
months, competition has broken down the 
established price structure.*” 

* Commercial Bulletin, June 6, 1936, p. 3. 

* Commercial Bulletin, July 31, 1936, p. 3. 

*” Commercial Bulletin, July 23, 1937, p. 5. The 
writer called upon the Southern California Gro- 
cery Bureau early in August 1937, and was in- 
formed that the recent outbreak was now curbed. 

* Recently the writer has observed grocery 
items advertised at prices less than net invoice 


cost. 
= Commercial Bulletin, July 23, 1937, p. 5. 
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Reasons for the Difficulties of Enforcement 

The fact that successful enforcement 
under the California Unfair Practices Act 
has not been obtained, does not necessarily 
indicate that the California law is a failure. 
The bureaus have had sufficient experience 
in enforcement of this law to become aware 
of several obstacles. Perhaps the greatest 
difficulty has been due to the fact that the 
enforcement agencies have been inadequately 
financed. The bureaus have had to rely upon 
voluntary contributions from members of 
the trade and as a result all of them have 
lacked sufficient funds to employ personnel 
for checking and policing as well as for 
carrying cases into court. Secondly, codpera- 
tion from the city and county prosecuting 
offices has been lacking in many instances. 
Since the bureaus haven’t had the finances 
to carry many of the cases into court, a lack 
of cooperation from the City Prosecutor’s 
and District Attorney’s offices has meant 
failure in maintaining minimum prices. The 
two enforcement bureaus in the San Fran- 
cisco area (The Food Trades Institute of 
San Francisco and The Food Industry Bu- 
reau of Alameda and Contra Costa Coun- 
ties) claim that necessary support from the 
authorities has been lacking in numerous 
cases. Up to recently the Southern California 
Food and Grocery Bureau claimed that ex- 
cellent cooperation had been obtained from 
both the city and county authorities. How- 
ever, the bureau is now filing all suits 
through its own attorney, claiming that sup- 
porting cooperation from the municipal and 
county aids has been found entirely inade- 
quate. 

A third difficulty has been the determina- 
tion of costs as defined in the Unfair Prac- 
tices Act. According to the wording of the 
act, it is not clear whether cost as so defined 
is an average cost or an individual cost for 
each article.** A fourth difficulty of the pres- 
ent law, is the provision that evidence must 


"For a detailed discussion of this and other 
complicating factors, see: E. T. Grether, “Experi- 
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be shown of intent to injure or destroy com- 
petition. Several court cases have been lost 
due to the difficulty of proving intent. The 
Southern California Food and Grocery bu- 
reau’s experience in several cases has been so 
unsatisfactory, that it is now avoiding prose- 
cutions beyond asking the courts for re- 
straining orders against violators. 

A fifth difficulty of the present law is that 
no time limit is placed on invoices that may 
be presented by the defendant, for the prov- 
ing of invoice costs. Some of the larger oper- 
ators purchased large stocks when prices 
were at a minimum. They are now at liberty 
to draw upon these stocks, offering them at 
prices considerably below current replace- 
ment cost. 


The 1937 Amendment 


Some of these obstacles will be sur- 
mounted when the new amendment to the 
Unfair Practices Act becomes effective 
August 27, 1937. The paramount difficulty 
of financing the enforcement bureaus still 
exists. During the session of the 1937 Legis- 
lature, a bill was introduced to establish a 
state trade commission for the purpose of 
enforcing fair trade practices. The bill died 
in committee. It appears that a _ trade 
commission, providing it has broad enforce- 
ment powers to cover all unfair trade prac- 
tices, would be desirable from the stand- 
point of both dealer and consumer. However, 
many members of the trade have rebelled 
at the idea of giving any such commission 
other powers than that which the trade may 
dictate.** Such a trade commission would 





ence in California with Fair Trade Legislation 
Restricting Price Cutting,” California Law Review, 
Sept. 1936, pp. 640-700. 

*In one meeting of the Executive Secretaries 
of San Francisco, held in December 1936, the 
question arose as to whether it would be advisable 
to have a state trade commission for the enforce- 
ment of the Unfair Practices Act. The majority of 
the members of the trade present were of the 
opinion that such a commission might become too 
powerful and thus detrimental to business inter- 
ests. 
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eliminate the present financial difficulty. It is 
interesting to note at this point, that the 
financial support of present enforcement bu- 
reaus is coming to a considerable extent from 
large operators, including chain stores and 
wholesalers.** It is important to note this 
shift to the support of the restriction of price 
cutting on the part of both the chain stores 
and wholesalers. 

Regarding the lack of codperation of city 
and county authorities in prosecuting viola- 
tions of the Unfair Practices Act, a trade 
commission with enforcement powers could 
alleviate this difficulty. Unless the present 
enforcement bodies can find means of retain- 
ing their own legal staff, additional difficulty 
in enforcement may be anticipated. 

The new amendment has clarified several 
points regarding cost. Section 11 of the newly 
amended act defines more clearly the cost 
of doing business. It provides that proof of 
average over-all cost of doing business for 
any particular inventory period shall gen- 
erally apply to each article sold and shall be 
presumptive evidence of the cost of doing 
business to be added to the invoice cost. Sec- 
tion 2 more closely defines the cost of doing 
business and further defines loss leaders as 
any article sold at less than cost to induce, 
promote or encourage the purchase of other 
commodities. Section 15 forces the inclusion 
of a labor charge when work is being done at 
less than the prevailing wage scale than gen- 
erally recognized in such a locality. It re- 
quires that proprietors make allowance for 
their own services as part of costs. 

Section 5 of the new amendment attempts 
to circumvent the difficult provision that evi- 
dence must be shown of intent to injure or 
destroy competition. The new section states, 
that one or more acts of selling or giving 
away any article below cost, together with 
the proof of the injurious effects of such 


*The Southern California Food and Grocery 
Bureau reports, that nearly all of its financial sup- 
port comes from the large operators in and about 
Los Angeles. 


acts, shall be presumptive evidence of the 
purpose or intent to injure or destroy com- 
petition. It is the opinion of several members 
of the trade that this new section will mate- 
rially strengthen the present act. Others feel 
that in the case of jury trials, it will have 
little additional effect, in as much as it is 
felt that many jurors are prejudiced against 
price regulation, and hence a change in the 
wording of the law will have no bearing on 
their opinion. 

The new amendment does not place a time 
limit on invoices for the determining of 
cost of an article. Particularly in a period 
of rising prices, this may result in a serious 
disturbing factor. Such an amendment was 
considered during the 1937 Legislature, but 
the proponents were advised that such a time 
limit would be unconstitutional, and this 
amendment was discarded. A few other 
minor changes have been made by the newly 
passed amendment, in the form of the right 
of a plaintiff to sue for damages and the re- 
quirement that goods purchased outside of 
the ordinary channels of trade must be kept 
separate and so advertised when offered to 
the public. 


GENERAL OBSERVATIONS 


It will be several months before the effec- 
tiveness of the 1937 amendments may be de- 
termined. At present the indication is that 
little additional enforcement will be at- 
tempted until the amendment becomes law 
on August 27, 1937. There will then be a 
considerable period before it is possible to 
get the trade to abide by the law, particularly 
since none of the bureaus are equipped to 
adequately police the trade. In the meantime 
California’s various retail grocers’ associa- 
tions hope that with the aid of the Unfair 
Practices Act amendment and with a possible 
increase of the use of the Fair Trade Act in 
the grocery field, a new era of retail price 
stabilization will result that will surpass any 
of the movements that have occurred in the 
past thirty years. 
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Fair Trade Practices of the Machine 
Tool Industry’ 


TELL BERNA 
General Manager of the National Machine Tool Builders’ Association 


¢ pee fair trade policies of an industry, to 
meet with general acceptance by the 
members of the industry, should be based 
on actual experience, the results of trial and 
error over a period of years and under vary- 
ing conditions of prosperity and depression. 
When determined in that manner they reflect 
the peculiar nature of the industry to be 
guided by them. The policies of the Machine 
Tool Industry, having grown naturally out 
of long experience and thoughtful discussion 
among responsible leaders, reflect the distinc- 
tive character of that industry. 

Most machine tool companies were 
founded and are still operated by men who 
worked their way through the shops. These 
are practical men. They are not given to sud- 
den excursions into the field of novelties. 
They build carefully, and surely. They have 
the pride of a skilled mechanic in fine work- 
manship. In most cases they are more critical 
of the machines they build than are their 
customers. They are traditionally scornful of 
sharp practice, high pressure selling and un- 
tested ideas. 

Besides the character of its executives, 
there are two other potent forces which help 
to form our policies. We sell to each other. 
The machine tool is built on machine tools. 
It is the only type of man-made equipment 
that can be used to reproduce itself. In the 
machine tool business a company may be a 
competitor and a customer. This tends to 
make friends of competitors and has created 
an atmosphere of mutual respect and cour- 
tesy that is most constructive. 

Then, finally, there are only about 13,000 

*Read before the Midwest Meeting of the 


American Marketing Association, Cleveland, Ohio, 
June 26, 1937. 


metal-working shops in the United States, 
and we sell over and over to the same cus- 
tomers. We must wear well. Our salesmen, 
whether they work directly for the manu- 
facturer or for a machine tool dealer, must 
give substantial assistance to their customers. 
Pleasant personality must be supplemented 
by knowledge and helpful direction. Our cus- 
tomers buy results—not machines. They 
might, as we all do, buy a certain automobile 
as a matter of pride, but they select a certain 
type of machine tool to get better finish, a 
higher degree of accuracy, increased produc- 
tion, or all three. The responsibility of the 
machine tool builder and his men to help him 
in his selection looms far more important in 
the customer’s mind than any written guar- 
antee of satisfactory workmanship. As a 
result, the machine tool builder frequently 
does a great deal of work for which he can- 
not be directly repaid. To assist in the selec- 
tion of the right machine he must study the 
product and often is able to make helpful 
suggestions regarding the best material to 
use and modification in design of parts that 
may lead to important economies. 

Because of the technical nature of the 
work, the machine tool builder must have a 
highly trained and specialized personnel for 
sales, for designing, manufacture, test and 
demonstration. It is therefore imperative that 
this organization be held together through 
good times and bad, a consideration to which 
I will refer again in a moment. 

Upon such an industry, legislation like 
some recently proposed, that is intended to 
regiment industrial reform, comes as a nui- 
sance. No machine tool builder tolerates bad 
working conditions or tries to pay low 
wages; he has always had trouble finding 
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skilled men enough in good times. Naturally 
the relationship between the head of a com- 
pany, who has himself served his time at 
the bench, and the man at the machine is 
based on mutual understanding. 

If reform is required it should come from 
within. It should be based on an intimate 
knowledge of our problems. It should reflect 
actual experience. Legislation based on the 
troubles of other industries is not construc- 
tive, it does not reach our problems. It merely 
acts as an annoyance or a handicap to an in- 
dustry that already faces plenty of difficul- 
ties. 

The Walsh-Healey Act introduces one 
more complication into the already compli- 
cated nature of a sale to the Government. 
The operations of the shop and records of 
wages and hours in relation to a given order 
being subject to Government inspection, the 
machine tool builder is required to keep more 
detailed records and segregate them—a cost- 
ly procedure. 

The Vinson Bill, intended to reduce profits 
on war material to a reasonable margin, im- 
poses arbitrary Treasury regulations in 
methods of figuring costs. It likewise intro- 
duces complications into Government busi- 
ness. In time of peace it interferes with the 
close codperation that should exist between 
the engineering officers of our defense forces 
and the machine tool builder. 

The Robinson-Patman Act hardly affects 
this industry. It has long been the policy of 
the industry to quote one price to their 
largest or smallest customers. They always 
have refused to deviate from their pub- 
lished prices, with an occasional exception 
of some company in hard straits during a 
depression. Objection to this Act is based 
upon our feeling that it cannot be univer- 
sally enforced, and also, we do not like laws 
that are invoked only when some disgruntled 
competitor wants to make trouble for you. 

I have referred above to imperative need 
for a highly trained personnel. Our most 


serious problem is the extremely violent 
fluctuation in our business. It is a durable 
goods industry. We fall off sharply before 
others feel the slump and come back sud- 
denly. On one occasion our orders dropped 
from 210 per cent of capacity to 12 per cent 
of capacity in 19 months. The tax on undis- 
tributed earnings hits us hard in two places. 
3ecause his trained men are essential, the 
machine tool builder has always kept his 
organization together when business fell off 
as long as he could, drawing on his reserves 
to do so. This tax makes it extremely difficult 
to restore the losses of the last depression. 
We shall be severely crippled when the next 
depression starts. To employ his men during 
a depression, the machine tool builder has 
seized the opportunity to redesign his prod- 
uct and improve his methods. As an example, 
the highly improved machine tools shown in 
our Machine Tool Exposition in September 
of 1935 were no sudden development. I was 
myself connected with a machine tool builder 
who began work on those models in 1929. 

This means heavy expenditures for design 
patterns, jigs, fixtures and tools. The im- 
proved machine tools that result have an 
important bearing on the recovery of all 
metal working plants because they make 
possible better products at attractive prices. 

The Black-Connery Act now being con- 
sidered by Congress must inevitably result 
in higher costs. Labor rates will not be in- 
creased as better management and _ better 
machines make that possible, as in years past, 
but arbitrarily and too rapidly. Increased 
prices to the consumer are bound to result. 
Instead of increasing the output for each 
worker—making possible higher wages—we 
are going to have a lower output per dollar 
paid to the worker, which eventually means 
a lower standard of living. 


Let me read a list of the principles which 
Mr. MacLeod, then President of the Na- 
tional Machine Tool Builders’ Association, 
wrote a few years ago: 
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1. We recognize the advantages of business 
competition under a Democratic form of gov- 
ernment and under the American standard of 
living, and pledge ourselves to adhere to this 
principle in an energetic but clean and honest 
manner. 

2. We believe that our Industry is unalter- 
ably tied in with the welfare of other industries 
and other lines of endeavor, and pledge our- 
selves to be tolerant in our attitude towards 
them. 

3. We believe in the advantages of codépera- 
tive effort, and therefore pledge our utmost 
support in our own Association, and to such 
other national or local organizations as are 
honestly and legitimately endeavoring to raise 
the standard of living. 

4. We believe in our Democratic form of 
government as provided for in the Constitution 
of the United States, and pledge ourselves to 
take an active interest in National and Local 
political affairs. 

5. We believe in the profit system and pledge 
ourselves to so manage our business that the 
greatest value will accrue to investor, workman, 
and consumer. 

6. We realize the damage done to our com- 
petitors and the general economic structure 
through the marketing of a product at prices 
below normal costs, and pledge ourselves to 
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discontinue products which do not have a 
promise of showing reasonable profits. 

7. We recognize the value of maintaining 
a sound partnership with our workers and 
pledge ourselves to continually strive to im- 
prove their conditions. 

8. We recognize the fluctuations in World 
economic conditions causing periods of Pros- 
perity and Depression, and pledge ourselves to 
do our part to help in balancing production and 
consumption. 

9. We pledge ourselves to common decency 
in business as expressed in our own Code of 
Ethics, believing that adherence to the princi- 
ples therein will lead to a better understanding 
of our industry, freedom from unnecessary 
friction with our competitors and our cus- 
tomers, and a business standard above reproach. 

10. Finally, we realize the important place 
our industry enjoys in the American standard 
of living and in human welfare generally, and 
pledge ourselves to strive for even greater 
standards so that this position may be main- 
tained. 


These statements are not merely a distant 
goal—they are a written record of the stand- 
ards of our industry. I think we can safely 
state that when our customers turn to us for 
help they are in good hands. 





New Uses for Marketing Research 


J. GEORGE FREDERICK 
President, Business Bourse, New York 


Eprror’s Note: Marketing Research and its im- 
provement must be a continuing objective of the 
American Marketing Association. This article by 
Mr. Frederick and the two following ones by Miss 
Arnold and Mr. James give some practical sug- 
gestions for immediate use of research methods. 
The three articles form an introduction to the 
summary of Progress in Marketing Research that 
follows. 


—— in marketing research has sev- 
eral dimensions. One of these is expan- 
sion of the uses and applications of market- 
ing research; and this is possibly the 
dimension to which least attention is paid. 
It is a typical professional error to be more 
interested in the technique of marketing re- 
search than in the extension of its useful- 
ness and practical appreciation of its values. 
The marketing executive who is “re- 
search-minded” finds many possibilities of 
the use of marketing research, but relatively 
few marketing executives are in this cate- 
gory. Thus the applications of marketing re- 
search have tended to fall into standardized 
grooves, such as consumer or distributor 
questionnaire surveys. As a result, the use- 
fulness even of the research of an entire in- 
dustry is not nearly so widely appreciated as 
it should be. Yet it is of most decided im- 
portance that a perspective on the whole 
industry be used; a perspective such as is 
provided by a competent marketing survey 
of the complete industry. Such a longer 
perspective makes for fundamental thinking 
and sounder and more strategic policies. 
The newer uses of marketing research 
sometimes surprise even marketing research 
men, when they emanate from an executive 
who is research-minded. Research men 
themselves should, however, be more fertile 
in suggestions for the application of mar- 
keting research principles. I shall list some 
novel uses of marketing research such as my 


organization has encountered and taken part 
in, for what they may be worth in suggest- 
ing the extension of the ideas, by anology, 
in other fields: 


1. Department store top-executives who ar- 
ranged for short, succinct but searching 
marketing surveys of about fifty different in- 
dustries, in order that they might have a con- 
trol-check on their buyers, and make wiser deci- 
sions in regard to price, brand, purchase and 
other policies. 

2. Large manufacturer of specialty goods 
who made a survey of the salesmanship, the 
appeals and the arguments of all competitors 
(with verbatim transcripts). 

3. Same manufacturer who made a survey 
of the salesmanship of each of his own branch 
organizations, with verbatim transcripts. 

4. Industrial manufacturer who made a sur- 
vey of the underlying purchasing policies of his 
principle customers and prospects; and also 
surveys of the general industries they repre- 
sented. 

5. Industrial manufacturer who has begun 
an intensive industrial census of his field, taking 
One territory at a time, on a five year plan. 

6. An industrial manufacturer who has 
made intensive surveys and special tests con- 
cerning the reading habits of the executives in 
his field of customers; and the classification of 
prospects in new ways. 

7. A manufacturer who has made local sur- 
veys among consumers on a cooperative basis 
with local distributors. 

8. A manufacturer who has made a market- 
ing survey to relocate his factories scientifi- 
cally, approaching the relocation problem from 
new angles in which the distribution factor is 
given much greater weight than usually ac- 
corded. 

9. A projected new corporation making 
marketing surveys prior even to incorporation, 
in order that the general basis of operation, 
form of organization and capitalization may be 
shaped upon marketing rather than purely legal 
or financial considerations. 

10. An advertiser making a survey of the 
probable marketing events in its industry for 
the next ten years (on the best available data 
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for guesswork), in order that its broad plans 
of past depression expansion might be laid on 
the soundest basis possible of prediction. 

11. An executive, offered a prominent posi- 
tion in a new industry, making a marketing 
survey before accepting the position, in order 
that he might know what were his opportunities 
and chances of success or failure, and the de- 
gree of sales resistance he would encounter; 
and thus also providing some data on which to 
base his argument for salary and share-profit 
remuneration, 

12. An advertiser making a consumer survey 
of the personal character, philosophy, outlook 
on life, recreations, education and ways of life 
of a considerable typical group of his cus- 
tomers and prospects, as data for re-organizing 
the basis of advertising appeal. 

13. A town researching its general merchan- 
dising position in relation to near and distant 
shopping centers, and to roads and travel, in 
order to take steps to head off the seepage of 
local trade to more cosmopolitan centers. 

14. Bankers researching the probable 
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marketing effects of new price maintenance 
laws, Robinson-Patman Act and pure food 
legislation, in order to judge long-term trends 
in security values in certain industries and in- 
dividual companies. 

15. Bankers also making marketing re- 
searches to gauge more accurately the good- 
will value of competitive companies (both with 
consumers and with distributors separately) in 
a prospective contemplated purchase of the 
good will and tangible assets of a certain cor- 
poration. 

16. Bankers making marketing researches 
on an “as if” basis, to determine as far as pos- 
sible the probable trade and consumer reaction 
to a proposed new concern with new and un- 
usual policies, prices and distribution plan. 

17. A corporation contemplating the hiring 
of a prominent marketing executive, making a 
survey of the record and policies of the man, 
from a marketing efficiency point of view, be- 
fore even approaching him with an offer. 

18. The making of surveys of entire indus- 
tries, as indicated above. 








How Research Builds Sales’ 


PAULINE ARNOLD 
President, Market Research Corporation of America 


T IS MUCH easier to address an audience 
of laymen on this subject than to try to 
tell a group of “research practitioners,” as I 
was labeled on the program, facts about their 
own business. It is a little hard for me, per- 
sonally, to get very excited over the recount- 
ing of the laborious steps through which a 
survey has been conducted unless some 
unique or highly instructive method has been 
introduced. To a certain degree, when we 
gather this way and tell each other details of 
marketing research, we seem only to be tak- 
ing in each others washing. 

And yet, in a good many ways, the thing 
that we need most is something that will give 
us more knowledge of what is being accom- 
plished in our own field; more conviction 
that something really is being accomplished 
even. Too often, it seems to me, the accusa- 
tion is leveled against us that we are aca- 
demic, that we are interested in techniques 
and details with little understanding of re- 
sults, that we are a business brain trust with 
little practical knowledge of affairs. Too 
often, also, we must all feel that we are 
working in a vacuum. Those of you who 
are teaching marketing must long for more 
opportunity to apply those principles you 
preach; those of us who are constantly en- 
gaged in studying real problems are too often 
out of the picture when the actual application 
of our findings is made to the problem on 
hand. By the time these studies are really 
affecting sales we have passed on to another 
problem or even another business. 

One way or another, all marketing re- 
search must certainly be undertaken to build 
sales; or, if not looking toward an actual 


*Read before the Midwest Meeting of the 
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sales increase, it is certainly directed toward 
a more successful or profitable selling op- 
eration. But how often is the market con- 
sultant or the active marketing man (or 
woman) able to say, six months after a 
study has been completed “That study gave 
us a basis for a change of policy that resulted 
in 10 per cent increased sales—or a highly 
successful advertising campaign—or a better 
dealer relation”—or any other of the thou- 
sand changes that may have resulted. By that 
time the marketing man has been engaged in 
a new problem for some months. Even if 
he is able to follow the slowly formulated 
policies and the still more slowly eventuating 
results, he is usually in the position of the 
doctor or the lawyer who is bound to a pro- 
fessional secrecy about his client’s affairs. 
Even if that study has given the client a 
10 per cent increase in sales, he can’t write a 
testimonial about it. 

So it seems to me that perhaps we do 
sometimes need to tell each other (and we 
certainly need to'tell the world) that market 
research does not end with the bound report, 
the charts, and the tables of figures. It is an 
active force in everyday business life. It is, 
I firmly believe, the motivating force in an 
important proportion of the marketing deci- 
sions of today ... and we are its prophets. 

My idea of what to bring you here, today, 
was a series of stories, most of them fresh 
from the happening, practically all of 
them straight from the offices of the com- 
panies affected, of an important selling 
policy that was initiated or changed by a 
research approach. I have recently spent sev- 
eral weeks talking to old clients and, I hope, 
future clients, from New York to Minne- 
apolis, and have asked them for these stories. 
They are as varied as the problems we meet 
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with every day. Here are some of the things 
they have told me: 


CasE 1 


One of the largest manufacturers in the 
country, with thousands of distributors and 
certainly tens of thousands of dealers, was 
desirous for more help from his distributors 
in the matter of local advertising to back up 
his national advertising program. These dis- 
tributors already used some newspaper space 
but the manufacturer wanted this supple- 
mented with local radio. If left to their own 
devices such distributors would very likely 
do nothing about it or at best would produce 
programs of mediocre quality. The manu- 
facturer wanted to provide the incentive by 
furnishing good programs, already tested, 
already available for local use. So he chose 
two shows, made electrical transcriptions 
and used spot broadcasting in fourteen cities 
for three months, dividing the cities between 
the two programs. After that period he felt 
he had an audience sufficiently established to 
be able to measure it, which measurement 
should prove (a) which program pulled best, 
(b) whether this program pulled to such a 
point, in relation to other known programs, 
that it was good advertising. Armed with 
these data he could sell the distributors on 
buying time to put these programs on locally. 

A measurement technique similar to that 
used in the C.A.B. was adopted; that is, 
telephone interviews were made at noon or 
at five in the afternoon, covering the listen- 
ing of the preceding four hours, every day 
for two weeks in each of the cities where the 
programs were appearing. Checks were 
made at noon in the cities where the program 
we were interested in appeared in the morn- 
ing, and at five where it appeared in the 
afternoon. 

Although I planned not to talk of tech- 
niques here, it may interest you to know of 
one scheme that was used to overcome the 
current criticism of telephone homes not be- 
ing representative of radio homes. Through 
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the Curtis Sales Opportunities data and 
from other available sources, we determined 
the percentage of A, B, C, and D class homes 
and the geographical locations of these in 
each city. We obtained from the local tele- 
phone companies a map of the locations of 
the various exchanges. By superimposing 
one of these on the other we had a fair 
approximation of what telephone exchanges 
represented what income classes. We then 
distributed calls in these areas in propor- 
tion to the income classes in the town, with 
a slight over-emphasis on the upper classes 
and a corresponding under-emphasis on the 
lower classes. In this way we believed our 
survey was much more representative of 
radio homes than is a straight cross-section 
of telephone homes. 

As a result of this survey we had unques- 
tionable proof that one of this company’s 
programs was attracting a much greater 
audience than was the other one. There was 
therefore no question as to which program 
should be offered to the distributors. In addi- 
tion, we had data comparatively on the popu- 
larity of this program and others of proved 
worth, which gave it a very high standing. 

The result was that the company has been 
able to place this program with a number of 
distributors for local use and thus materially 
augment its advertising schedule, with every 
confidence that sales increases will result. 

Case 2 

A study of an entirely different kind has 
now had nearly three years of actual applica- 
tion of the policies developed, so that sales 
results are definitely measurable. 

A large food manufacturer realized that 
his south east territory had been losing 
ground steadily over a number of years. It 
was no longer a profitable territory ; from x 
dollars of business in this area they had gone 
down to one-tenth x. Rather than continue 
such operations at a loss or initiate changes 
without real knowledge of causes, they un- 
dertook one of the most thorough market 
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studies of this area that I have ever known. 

Their consumer study took them not only 
into the cities and towns but, due to the 
characteristics of population in that area, 
required them to go into the by-ways and 
hedges of the country districts, the little 
negro farms, the poor share croppers. They 
thus covered that large southern population 
that buys on the most limited income as well 
as the higher income urban groups, for their 
product is a household staple and will, either 
in its cheapest or its most luxuriously pack- 
aged form, be in every household. They 
must know what consumption and demand 
were throughout this territory, wherein their 
product was being superseded and what 
products they could profitably sell in greatest 
volume. 

They studied dealers all over the area. 
They analyzed credits and jobbers set-ups; 
they studied distribution lines and shipping 
costs and plant locations and raw material 
supplies. 

By the time these data were collected, 
analyzed, inter-related and studied, the an- 
swers began to write themselves. They 
moved their district office from the coast to 
the interior ; they set up eight packing plants 
along the coast so that raw materials could 
come in by boat through the Panama Canal ; 
they found that any mass sale in this area 
would have to be of a lower priced goods 
than their nationally advertised lines, and 
that if such goods could be sold in large 
enough volume the profits, even though 
smaller, would go a long way toward cover- 
ing the sales cost of the lines which they 
wished to build up. On this basis they pro- 
duced a great volume of an unlabeled line, 
packed under the name of any local jobbers 
who wished it. In this way their volume 
sales covered their selling cost. The jobbers 
were much more willing to take a certain 
amount of their higher priced lines when they 
were ordering in volume the kind of goods 
for which they had large sale. Rerouting of 
salesmen and relocation of the main office 
reduced sales costs and the relocation of 
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plants reduced shipping and _ production 
costs. The greatly increased volume, even 
though in the lower priced lines, absorbed 
some of the production which would have 
gone into export trade in earlier days. 

As a result of these changes in operation, 
the company has now worked back to about 
50 per cent of the volume which they for- 
merly had in this area, and is gradually 
building up its higher priced and more profit- 
able lines without cost to itself. This com- 
pany, I may say, is more than satisfied that 
market research is a necessary tool in the 
building up of sales. 


Case 3 


Some time ago William A. Rogers, Ltd., 
silverware manufacturers, believed that 
some steps should be taken to predetermine 
the acceptance of silverware patterns before 
going to the expense of a complete set of 
dies. Since the investment in a new pattern 
is so great, and since the merchandising of 
the brand will naturally center in the new 
pattern for a long period, it is of vital im- 
portance that the pattern be one that the 
public will like. 

Rogers went after this situation by having 
dies made of four new designs selected by 
several hundred consumers from a larger 
number of designs. These dies were made in 
teaspoon size at a small cost. After the selec- 
tion of groups of test consumers, which tech- 
nique does not particularly concern us here, 
sets of from six to ten spoons, including one 
or more of the proposed pattern, were made 
up. Manufacturers’ names were removed 
from the backs of the spoons and numbers 
underneath enabled a consumer to identify 
the pattern she preferred. 

A former officer of William A. Rogers 
tells us that the preferences reported by 
these groups for patterns already on the 
market paralleled actual’ sales, hence they 
believed that the preferences expressed for 
the new designs would also be reflected in 
actual sales. Because of the allocation of 
their tests they could tell the degree of popu- 
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larity in different geographical sections of 
the country and among different racial and 
income groups, with guidance thus furnished 
for the introduction and promotion of the 
pattern. 

They used this method in bringing out just 
one pattern. This pattern was one of the 
most popular in its line. They believed that 
the method accomplished its purpose of sin- 
gling but one of several patterns which 
would outsell the designs of the day. Un- 
fortunately, changes in the company pre- 
vented this method being applied to future 
operations, but the sales results of this one 
experiment justified its cost many times over. 
An application of this method of market 
research to a wide range of products where 
pre-testing of design will affect profitable 
sales has proved here and in other cases that 
such predetermination is feasible and prac- 
tical. 

Case 4 

In some instances the problem is not so 
specific as this. It is more in line with that 
of the food manufacturer described above in 
the south east territory. A recent example 
of this was another food manufacturer 
whose product, although sold in a large num- 
ber of areas, meets different local competi- 
tion in almost every territory. In this case, 
that of a common food product, one of the 
essentials was to discover the factors mo- 
tivating the selection of brand by the house- 
wife. These might be either the inherent 
traits of the product itself, the effect of ad- 
vertising and general institutional presenta- 
tion of the manufacturers, or possibly the 
pressure of individual dealers. The company 
was not particularly concerned by the situa- 
tion in the territory selected for preliminary 
study, but was determined to have its proce- 
dure guided by actual conditions rather than 
by armchair analysis. 

It is impossible here to analyze the results 
as they showed the relative weight of one 
of these factors against another, except for 
the one fact that presented a new idea to 
the company ; that is, that the dealers were 





not giving them the help that they had every 
reason to expect. As a result of this conclu- 
sion, founded entirely on the findings of the 
market study, immediate steps have been 
taken to gain greater support from the deal- 
ers. It is too early yet to measure these re- 
sults in terms of sales, nor can one entirely 
evaluate the results of one step against oth- 
ers which are also being taken, but the com- 
pany believes that the findings on this one 
point alone will be of major value to them 
in this situation. 


Case 5 


Of an entirely different kind is the mar- 
ket study reported to us some little time ago 
by the Toledo Scale Company. Here there 
was a question of the product itself, and the 
changes which might be indicated in it 
through changed buying conditions. Some 
eight years ago this company came to the con- 
clusion that instead of following the conven- 
tional practice in the scale industry of mak- 
ing minor changes on regular models, it 
should go direct to scale users and find out 
what kind of a scale would best meet new 
conditions. Surveys in some 35,000 retail 
food stores were made. These developed in- 
formation which has since resulted in prac- 
tically an entirely new line of food store 
scales. Prior to that time, the average food 
store was using a scale of at least 30-pound 
capacity. To everyone familiar with scale 
design, it is obvious that to get 30-pound 
capacity on to a scale chart required crowd- 
ing the figures close together, making ac- 
curate reading very difficult. But merchants 
had been buying 30-pound scales for so long 
that they never questioned whether or not 
they actually needed all of this capacity. This 
series of surveys, however, disclosed that 
98.1 per cent of all retail weighings are less 
than 15 pounds, while in meat departments 
99.7 per cent were under 15 pounds. It was 
further shown that 90 per cent were actually 
under 2 pounds. 

With these facts as a basis, the Toledo 
Computagram was first produced, and was 
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placed on the market in the latter part of 
1930. This scale was intended for grocery 
stores. It is equipped with a 2-pound com- 
puting chart in place of the 10-pound chart 
used ordinarily on this style scale. As a re- 
sult, the indicator now moved five times as 
far. Thus, computations could be spread out 
so as to be easily read. Additional capacity 
for the small percentage of weighings over 2 
pounds was obtained through the use of 
unit weights placed on the weight platter. 

As a direct result of the surveys, a new 
scale for use in most departments and deli- 
catessens was perfected. Since the_ test 
proved that only a fraction of one per cent 
of all weighings in meat departments was 
more than 15 pounds, a new 18-pound chart 
was designed to replace the 24 and 30-pound 
charts previously used here. The focusing 
of the attention of the Toledo engineers on 
lower capacity led to the development of a 
totally new chart and reading system, known 
as the “Duplex,” which has twice as many 
prices as most previous charts, though it is 
easier to read. The Duplex was first an- 
nounced in 1932, in the midst of the depres- 
sion, but was an immediate success. The 
newest version of the Duplex is the Toledo 
Plaskon Duplex, which has changed both the 
appearance and the reading accuracy of re- 
tail scales. 

The facts developed in these surveys have 
also been used as a basis for sales presenta- 
tions. This company has been able to show 
definitely that the use of the lowest capacity 
scale capable of handling the requirements 
of the store gives the merchant much greater 
profit-protection than the higher capacity 
models previously used. 


CASE 6 


The Portland Cement Association is a 
trade association supported by all the large 
producers of cement products. About two 
or three years ago it became evident that it 
was difficult, if not impossible to allocate 
promotion money correctly or to measure 
accurately the sale of cement products with- 


out more reliable knowledge than was avail- 
able of where cement was used. Unless the 
volume of cement could be distributed into 
its various divisions such as that for bridges, 
dams, public works, paving and roads, farm 
use, etc., and these consumptions corrected 
by construction indices, there was no means 
of telling whether the industry was going 
ahead, remaining stationary, or falling be- 
hind. Neither was there any way of telling 
whether the promotion money expended by 
the association was being put too much into 
the lines which did not need it and insuffi- 
ciently into the lines which were crying for 
development. 

A year and a half ago, the association 
determined to make an effort to develop 
data showing the consumption of cement in 
these various categories. Although they real- 
ized that in certain classifications the individ- 
ual cement companies would find it difficult 
to trace their sales, they believed it worth 
experiment to discover how much data 
could be collected from the records of the 
individual cement producing companies. 
Through continual work with their members 
over this period they have now acquired 
data which, they believe, comparatively ac- 
curately places 70 per cent of cement sales. 
Some of the companies have, of course, been 
much more successful and cooperative in 
contributing reliable data; others have made 
little effort to account for more than 40 or 
50 per cent of their sales. 

It is already becoming evident that if com- 
pletely reliable data is to be obtained in all 
categories, further steps will have to be 
taken to allot that at present questionable 
30 per cent. However, even at this stage, a 
body of material is available to the members, 
which will enable them to determine the rela- 
tion of the industry as a whole to the oppor- 
tunities available to them, and to aid each 
individual company in estimating its relative 
position in these various classifications of 
consumption. The association will be in a 
better position to allocate its promotion 
money and as further steps are taken to 
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bring down the unaccounted for proportion 
of sales, the entire industry will be in a 
position to measure its progress and apply 
its efforts more effectively. 

This is a type of market research some- 
what distinct from that of the more usual 
field studies and it is, as yet, too early to 
measure the sales results of this material. 
Yet, there is every indication that when the 
work has been carried to a satisfactory point 
by being kept up year after year, it will have 
developed evidence of trends that will be of 
the greatest value to the industry in building 
sales. 


Case 7 


A year or so ago one of the prominent 
brewing companies decided that the matter 
of whether or not they should switch all or 
part of their product to cans, was a matter of 
too great importance to be decided without 
an evaluation of consumer preference. At 
intervals of a couple of months, three such 
surveys were undertaken to determine the 
consumers’ preference in containers, and the 
advisability or desirability of introducing 
their beer in cans. It was certainly necessary 
to decide whether the public was so inter- 
ested in the kind of container in which they 
bought their beer that this container prefer- 
ence might outweigh the preference for the 
beer itself. 

The detail of operation of such studies is 
common knowledge to us all. The conclu- 
sions which the company reached are a defi- 
nite indication of the importance of market 
research in determining selling policies. 
Briefly, it was this: they decided that the 
thing they wanted to promote was their own 
product available in either container that the 
customers happened to want, but that they 
did not care to follow the line which certain 
other brewers had done; that is, to empha- 
size the container rather than the product. 
This brewer then put out his beer in both 
bottles and cans, and has built his advertising 
as he always has done, on the quality of his 
product, with his container emphasis entirely 


secondary. To date he believes that his pro- 
gram has been successful and that he is 
strategically in a much better position than 
those companies which have thrown their 
lot exclusively with one container or another, 
and have made these an integral part of their 
promotion program. 


Case 8 


I have tried to use here examples of mar- 
ket research as applied to a number of en- 
tirely different sales situations; one type of 
situation which occurs very frequently, and 
is perhaps more similar in each of its recur- 
rences, is that of determining the proper ad- 
vertising appeal to use. Here the more subtle 
methods of market psychology may well be 
brought into play, in that it is necessary to 
measure the intangibles of the consumer’s 
reaction and evaluate the motivations of 
which he himself is unaware. 

An interesting example of this is found in 
the study of one of the gasoline companies to 
determine their advertising approach. For 
some time there had been in advertising 
gasoline, a tendency to stress the attributes 
of the gasoline, such as “no knocks,” “mile- 
age,” “freedom from carbon,” etc. Since all 
gasoline companies have stressed the vari- 
ous attributes in turn and there was some 
evidence to show that a great many consum- 
ers felt that there was very little difference 
in gasolines, it became an open question as to 
whether or not this was the proper approach 
in selling gas. 

A study was undertaken to determine how 
effective the use of these various attributes 
was, particularly among that group, whose 
importance was yet to be measured, who 
actually questioned whether there was any 
difference in standard gasolines. The study 
revealed that about one-half of a random 
selection of car owners believed that there 
was no real difference between the major 
brands. This being true, it was evident that 
this group could not be influenced to any 
great degree by repetition of the importance 
of various qualities. Nevertheless, it appeared 
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that there was almost as much brand loyalty 
among this group as among the group who 
admitted that they believed there were dif- 
ferences. The conclusion was, that adher- 
ence to gasoline brands is for reasons of be- 
lief in continued and insured quality, 
associated with the general prestige of the 
company and institutional regard. The re- 
sultant advertising copy used with this 
knowledge was, of course, far different from 
that which would be used if a large portion 
of the public was swayed in their gasoline 
choice by experimental detection of quali- 
ties of the gasoline. The loyalties were thus 
built on approval for the campany and the 
high and standard quality of its gas and not 
in comparison of the product with that of 
competing companies. 


CasE 9 


A similar problem arose several years ago 
when cold remedies were making extensive 
claims for protection, prevention and cure. 
At the initiation of an extensive advertising 
campaign by a company manufacturing a 
so-called cold remedy, the problem arose as 
to whether they should use this same type 
of copy, or whether they should embark upon 
an advertising campaign of a different na- 
ture, and if so, what it should be. It was 
determined by market research that a great 
many people had tried products because of 
their extensive claims, had been disap- 
pointed, and were now looking for some- 
thing else. People who still believed these 
claims were not in the market for another 
product, whereas those who had developed 
doubts about them, definitely were. This 
latter group placed considerably more faith 
upon hygiene than did the former. 

The advertising which was used in this 
campaign stressed this remedy as an aid to 
the processes of hygiene. The copy empha- 
sized the importance of good sleep and rest, 
and linked with these the remedy being ad- 
vertised, as a manner of making these hy- 
gienic, preventative, and curative methods 
most effective. 


Almost everyone here could contribute ad- 
ditional examples to this list. The committee 
has been kind enough to assign me a subject 
which certainly embraces the entire field of 
market research. The very term indicates 
that all market research is undertaken to 
build sales—or profits—in one way or an- 
other. The method of building sales may 
range from the study of the product itself 
through the marketing and distribution of 
this product, to the type of advertising ap- 
peal that is used. The only value of the ex- 
amples I have given is that in each of these 
cases definite marketing steps have been 
taken as a result of the marketing studies 
indicated, and that the companies themselves 
feel that these have resulted in more effec- 
tive selling. 

In the last twelve years great developments 
have been made in research technique. I 
use this period of time because I, myself, 
have been working in this field and able to 
watch, and to a small extent, contribute to 
these techniques during that period. Such 
developments are by no means complete. 
Market research is not an exact science, it 
will always be dealing with the intangibles 
of human behavior. It will be a great dis- 
appointment to all of us if the next ten years 
do not show us much further along the way 
in our methods than we now are. 

However, it seems to me that the point has 
been reached where our greatest problem is 
to go on with the work of proving to busi- 
ness that we are not academic theorists, but 
have something quite definite and specific 
to contribute to their selling programs. Many 
of the businesses of the country are today 
operating, at least to some extent, on this 
principle. Others, and in many cases, whole 
industries, have yet to see that market re- 
search has a contribution to make in deter- 
mining, formulating, or changing their sales 
policies. If we as market research “practi- 
tioners,” can make our analyses directly ap- 
plicable to the practical sales problems of the 
companies, we shall have contributed to this 
desirable result. 
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The Development of Research in 
Broadcast Advertising 


E. P. H. JAMES 
National Broadcasting Company 


Ws the older advertising mediums 
were in their development stages, the 
whole business of advertising was in the 
same position. The newspapers and the 
magazines “grew up” in advertising at the 
same time as the clients and the agencies who 
made use of their pages. 

Improved methods of printing, of circula- 
tion and subscription methods, improved 
business practices and ethics, and improved 
methods of rate determination and circula- 
tion statements came along from time to 
time in the natural course of growth, which 
had reached a very high stage of develop- 
ment in the early 20’s when radio came upon 
the scene. 

When radio stations first began to sell time 
they found that advertisers and agencies had 
become accustomed to demand certain cir- 
culation facts, certain standards of service 
and certain guarantees from an advertising 
medium. Since it was manifestly impossible 
to meet these requirements in the early 
stages of broadcast advertising, advertisers 
and agencies at first made allowance for the 
complete newness of the broadcasting busi- 
ness. They were willing to take a chance in 
radio without the facts, figures and service 
features that they had been getting from 
the newspapers and magazines. 

But when the depression descended upon 
us, advertisers and their agencies immedi- 
ately began to check over their advertising 
expenditures and sought justification for 
every dollar spent. In so far as it was possi- 
ble, sales were traced to the mediums being 
used, or other strong evidence was accumu- 
lated to justify the continuance of the use of 
each advertising medium. By this time radio 


was being called upon to match fact for fact 
with the other forms of advertising. 

Then, as now, there was a big demand for 
result stories—facts and figures to show the 
effectiveness of radio. There was also an in- 





sistent demand for coverage and circulation 
information, to be used in working out radio 
campaigns, in deciding which station or net- 
works to use, in planning dealer promotion 
and in many other specific tasks connected 
with broadcasting campaigns. 

The broadcasters, wishing to measure up 
as quickly as possible to the standards de- 
manded of them, immediately started to in- 
vestigate their own business and began much 
soul-searching in their attempts to evaluate 
sales effectiveness, circulation, listening hab- 
its, audience preferences, and so forth. Si- 
multaneously, many of their advertisers, 
wish to get even quicker action than the sta- 
tions could give them, began to make their 
own studies of radio, and in fact banded 
together to finance exhaustive surveys. 

As the years quickly went by, many of 
these activities were consolidated in the form 
of definitely established continuous surveys 
—some under official auspices such as the 
CAB under the ANA, and others operated 
as commercial services by research organiza- 
tions. And competing mediums, in an effort 
to check what they considered to be the in- 
roads of radio, joined in with their own 
investigations of broadcast advertising’s 
comparative effectiveness. 

As a result of all this activity, broadcast 
advertising became the most surveyed and 
most investigated medium of advertising in 
existence. 

Incidentally, one thing all these radio sur- 
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veys have done is to establish the name and 
fame of several market research specialists 
and psychologists, who were little known 
outside their own immediate field in the days 
before radio. Another result has been the 
throwing of the spotlight on the older estab- 
lished mediums, with regard to questions 
they had not been called upon to answer in 
the days before Crossley, Starch, Clark- 
Hooper and the rest! 

Among the milestones of progress in radio 
research, I would list the following: 


1928—A Study of Radio Broadcasting—con- 
ducted by Daniel Starch and published 
by the National Broadcasting Company. 
The granddaddy of all radio surveys, 
and the first attempt at an evaluation of 
audience size, habits and general pro- 
gram preferences. 

1929—The ANA’s preliminary studies of listen- 
ing habits which paved the way for the 
Cooperative Analysis of Broadcasting, 
often called the Crossley Survey. 

1930—The first Price Waterhouse Study, pub- 
lished CBS—in which a nationwide com- 
petitive study of station preference was 
published for the first time. 

Also in 1930 the Crossley-ANA Codpera- 
tive Analysis of Broadcasting started its 
long career. 

1931—In this year were published the radio 
ownership figures obtained in the 1930 
Census—the  long-waited  guidepost 
which was used to check on the accuracy 
of estimates already published, and as a 
basis for many important new studies 
which had been planned. 

1932—Does Radio Sell Goods?—a study of 
radio’s selling effectiveness, conducted 
by Professor Elder of MIT and pub- 
lished by CBS. 

1933—The CBS Vertical Study of Radio Own- 
ership, giving breakdowns by income 
classes. 

1934—The Psychological Corporation’s analy- 
sis of dealers’ opinions on the relative 
effectiveness of radio and other adver- 
tising mediums—conducted for and pub- 
lished by NBC. In this study, the man 
behind the counter was used as a barom- 
eter of his customers’ actions. 

1935—Sales Begin When Programs Begin— 
the first complete analysis of the house- 


wife’s occupations from breakfast time 
to bedtime, showing availability to radio 
listening. This was a nationwide study 
made by the Market Research Corpora- 
tion for NBC. 
Mr. Holcomb Thinks It Through—an 
exhaustive study of radio’s effect on 
merchandising and sales in a department 
store, published by NBC. 
Lost and Found—a CBS contribution to 
radio set ownership data, correcting Cen- 
sus estimates. 

1936—Straight Across the Board—a study of 
radio’s selling effectiveness for various 
types and classes of goods and services, 
and for large and small advertisers, 
made by the Trade-Ways organization 
for NBC. 

1936—Children and Radio Programs—a survey 
by Dr. Eisenberg, published by the 
Columbia University Press, under the 
joint auspices of CBS, Station WOR and 
the NBC. 
The Good New Summertime—a presen- 
tation of the comparative summer and 
winter study of listening and availability 
to radio, made by Anderson Nichols for 
NBC. 
Radio in 1936—a book summarizing and 
cohering broadcasting statistics to give 
a comprehensive picture of the medium 
—published by CBS. 
Radio Listening in Automobiles, and 
Radio Takes to the Road—two studies of 
automobile radio ownership and listen- 
ing habits, issued simultaneously by CBS 
and NBC. 

1937—The Very Rich—CBS'’s analysis of lis- 
tening in the homes of the wealthy. 
Money At The Crossroads—NBC’s story 
of radio and the farmer, based on a 
nationwide observational tour by Charles 
Morrow Wilson. (Incidentally, this pro- 
vided valuable preliminary information 
used in planning a nationwide intensive 
study of farm radio ownership and lis- 
tening habits, to be conducted jointly 
by NBC and CBS in the Fall of this 
year.) 





This is only a partial list, and includes 
those of more or less nationwide application. 
Much constructive research of a more local 
nature was conducted by individual radio 
stations all over the country. 
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Of course, many of these were competi- 
tive in nature, but almost all of them made 
definite contributions to knowledge of the 
medium. 

(The story is told of one very well-known 
station manager in Chicago, who pointed out 
that his station was unique in being the only 
one in town which had issued no surveys of 
its own. He said he didn’t need to publish 
any, because his station always came in sec- 
ond in his competitors’ surveys, anyway— 
and he would sooner hold this position than 
be first in his own survey !) 

Even such an incomplete list of high spots 
among published radio surveys, as that I 
have just quoted, will give you some idea of 
the wide scope and the persistency of the 
radio research activities which have been 
going on for the past nine years. But we 
still have to establish standards in methods 
and terminology which will be accepted by 
both broadcasters and advertisers. Take 
radio circulation analysis, for instance. 

The terms “coverage” and “circulation” 
have been rather loosely used, and the vari- 
ous methods developed to supply this type 
of information are as varied as the ingenuity 
of station operators has been able to make 
them. 

It is probably quite true that any one of 
several methods produce results which are 
more or less acceptable to most advertisers. 

The present great lack in radio circulation 
data is uniformity, not information. Almost 
any good radio station can give more infor- 
mation about itself than was expected of 
newspapers or magazines in similar stages 
of development. 

Stations have supplied a tremendous 
amount of useful information regarding 
their coverage and their general circulation 
averages. The situation now is much better 
than it was a few years ago—and yet it is 
still impossible to compare the coverage or 
the circulation of any two stations not op- 
erated by the same management or associated 
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with the same network—for the simple rea- 
son that while each station may have a per- 
fectly good and acceptable method of de- 
termining its coverage, they will differ from 
each other in important details. It is like try- 
ing to compare cabbages with kings, or cows 
with parsnips. 

Several years ago, definite movements 
were set on foot to overcome this hurdle. 
Interested advertisers, advertising agency 
men and broadcasters discussed the problem 
informally at conventions and in their regu- 
lar daily contacts. 

The successful application of Traffic Audit 
methods to determine poster advertising cir- 
culation had demonstrated what could be 
done in pinning down the circulation of 
mediums heretofore considered intangible. 
The big networks had frequently discussed 
with each other the differences in the basic 
methods there were following for circulation 
determination, and the American Associa- 
tion of Advertising Agencies had ventilated 
the problems several times at its conventions. 

The Association of National Advertisers, 
with the codperation of the Four A’s, was at 
that time launching the Advertising Research 
Foundation. 

Meanwhile, the commercial committee of 
the National Association of Broadcasters 
had been laboring to achieve some degree of 
uniformity among its member stations in 
presentation of their circulation data and 
sales facts—and had indeed established a 
standard Radio Station Data Form very 





similar to the standard newspaper form 
adopted by the four A’s. 

All of these movements were headed in 
the same general direction, but they required 
some coordination, some fusing together of 
activity in order to make any real progress. 

About a year and a half ago the movement 
made a big stride forward with the forma- 
tion of the Joint Committee on Radio Re- 
search. For the story of the formation of this 
Committee and the work it has done in the 
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past eighteen months, I will quote from a 
report made to the Association of National 
Advertisers by Dr. L. D. H. Weld of Mc- 
Cann-Erickson, who is chairman of the 
Technical Sub-Committee which has been 
making scientific studies for the Joint Com- 
mittee on Radio Research. 

Extracts from Dr. Weld’s report to the 
ANA: 


History—The Joint Committee on Radio Re- 
search was organized in the Fall of 1935— 
1% years ago. There are five members repre- 
senting the ANA, five from the Four A’s, 
and five from the broadcasting industry. The 
whole committee does not meet often, but it 
has a working committee, known as The 
Technical Committee, which has frequent 
meetings. It also has a full time secretary, 
Paul F. Peter, with offices in the Graybar 
3uilding. The Joint Committee’s operations 
have been financed so far by NBC and CBS. 


Program— 

1. General Statistics 
Number radio homes 
Homes with more than one radio 
Sets out of order 

2. Listening Habits 
Hours of day 
Days of week 
Men versus women—children 
Urban versus rural 
Income levels 
Seasons, etc. 

3. Station Audit (Standard form for infor- 
mation) 

4. Station Coverage 


pense—the time would be better spent on 

other work. 

The two jobs we’ve been working on for the 
past few months— 

A. Station Coverage 

B. Listening Habits 

With emphasis on Station Coverage. That is 

taking precedence. This is an important and 

dificult question. How shall we determine the 

area that a station may claim? Several dif- 

ferent methods are used, and there is great 

need of a standard method. 

As ground work: 
Mr. Peter first assembled all possible infor- 
mation in the form of a report for use of 
the Committee. One of our first problems 
was that of definition. It was decided to 
concentrate on measurement of Listening 
Areas (the area in which a fair proportion 
of people actually listen). 

Three different methods 
A. Signal strength 
B. Audience mail 
C. Consumer interviews 

We had evidence that— 
Areas determined by signal strength do not 
necessarily coincide with areas where peo- 
ple listen. We decided to test out the three 
different methods against each other. We 
have used six different forms of question- 
naire and made thousands of interviews. 
After we decide best method of determin- 
ing listening areas, there is still the prob- 
lem of getting the job done for all sta- 
tions. All this ‘is slow work. We're tackling 
jobs that can’t be solved over night. 
You'll have to be patient, but we believe we 
can show constructive results before long. 


As Dr. Weld indicates, the Technical 


5. Station Audience—Methods of determin- 
ing 

6. Program Popularity—Methods of deter- 
mining 


Activities to Date—1. Radio Homes 


Report issued nearly one year ago as of 
January 1, 1936. Estimated—by counties— 
by correlation method. These are official fig- 
ures used by broadcasters, advertisers, agen- 
cies, in estimating audiences for one station, 
or a chain. Note: This was not done for 1937. 
There was not enough new data, and the 
change would have been so slight, that it 
wasn’t considered worth the time and ex- 


Committee has been conducting exhaustive 
tests of various methods of determining sta- 
tion circulation and it expects to reach its 
conclusions very soon. 

A tremendous volume of material has been 
compiled, including many interesting maps, 
and I understand that comparisons between 
the results achieved by the various different 
methods have revealed some valuable infor- 
mation. I am very hopeful that out of this 
current activity of the Joint Committee will 
come one of the most important forward 
strides in broadcast advertising progress. 
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The Joint Committee, since it represents 
all three groups—advertisers, agencies and 
broadcasters—can call upon a wider range 
of experience than any organization of more 
limited scope. Moreover, the findings of the 
Joint Committee will have a greater degree 
of acceptance because of the participation of 
all three interested groups in its investiga- 
tions. 

However searching and revealing its find- 
ings may be, we may expect them to teach 
us more about radio—and the more people 
know about any advertising medium, the 
more they will use it and the more it will 
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improve. 

Meanwhile, with the Joint Committee 
working on the basic research problems of 
broadcast advertising, it still remains the 
job of stations and networks, of advertisers 
and agencies, to supplement this work with 
their own surveys, designed to solve special 
and individual problems. 

The important thing is that Research in 
Broadcast Advertising has, in less than ten 
years, developed into a strong purposeful 
movement, and is indeed showing the way 
to more and better research in all phases of 
advertising. 











Progress in Marketing Research 


Committee on Research 
FERDINAND C. WHEELER, Chairman 








A. RESEARCH IN UNIVERSITIES 


Malcolm D. Taylor, University of 
North Carolina 


University of Akron 

Professor W. W. Leigh’s study of the brand 
preferences of 760 men and women, the extent 
to which they changed from one brand to an- 
other during the last three years, and the rea- 
sons for changing brands, has been completed. 
It was released in mimeographed form under 
the title, “Survey of Brand Shifting Habits of 
Consumers,” and copies can be secured from 
Professor Leigh. The eleven commodities stud- 
ied included convenience, shopping, and near- 
specialty goods and they ranged in price from a 
few cents to several dollars per unit. They were: 
gasoline, batteries, men’s suits, cigarettes, men’s 
shoes, women’s shoes, coffee, toilet soap, face 
cream, foundation garments, and tires. Among 
other things, the study indicated that 50 to 60 
per cent of the persons interviewed had been 
loyal to a favorite brand for a period of two 
years or more. The tendency to shift brands 
was highest in tires. Then came shoes, gaso- 
line, suits, batteries, and cigarettes, in the order 
named. Women tended to change brands less 
often than men. Seven universities codperated 
in the collection of data for this study. 


University of Buffalo 

A study of “Passenger Automobile Registra- 
tions, 1923-1936” was recently completed by 
Professor Edmund D. McGarry and printed 
copies of the report can be secured from the 
Bureau of Business and Social Research. In 
it, passenger automobile registrations in Buf- 
falo are compared with those of seven other 
cities of somewhat similar size. Of the cities 
of over a half million population, only Los 
Angeles, Cleveland, and Detroit have larger 
registrations relative to their populations. Pro- 
fessor McGarry found that new car registra- 
tions in Buffalo tended to follow closely the 
cyclical movement of factory employment but 
that in the upswing of the business cycle, they 


increased more rapidly than employment, and 
on the downswing the decline was more pre- 
cipitate. This excellent study can be used to 
advantage in marketing courses and it will be 
of particular interest to those who contemplate 
making similar studies elsewhere. 


University of California 
Research work on Professor E. T. Grether’s 
study of “Retail Price Control Under Fair 
Trade Laws in California” has been completed 
and the manuscript for a book, to be published 
later in the year, is in preparation. The study 
was undertaken for the purpose of describing, 
interpreting, and evaluating price control under 
the Fair Trade laws. The research work on 
which the study is based has included several 
hundred personal interviews, which were made 
by Dr. Grether and his assistants. Several ar- 
ticles, dealing with different phases of the 
study, have already appeared. Among these, 
are the following: 
1. “Fair Trade Legislation Restricting Price 
Cutting.” THE JOURNAL OF MARKETING. Vol- 
ume I, Number 4. April 1937. Pages 344-354. 
2. “Experience in California with Fair Trade 
Legislation Restricting Price Cutting.” Cali- 
fornia Law Review. Volume XXIV, Number 
6. September 1936. Pages 640-700. 
3. “Solidarity in the Distributive Trades in Re- 
lation to the Control of Price Competition.” 
Law and Contemporary Problems (Duke 
University). Volume IV, Number 3. June, 
1937. Pages 375-391. 


University of Chattanooga 

Professor Clyde William Phelps has com- 
pleted two more studies in the series which he 
is making for the Household Finance Corpora- 
tion. The first, “Age Analysis of Charge Ac- 
counts,” has been published and “Controlled In- 
stallment Credit” will be released early this fall. 

Professor Phelps has in process two studies. 
The first, entitled “Community Credit Control 
Policies,” will be published during the fall. It 
deals with codperative plans, that have been 
developed among retail stores in certain cities, 


146 








Sh wee bet ke A A we HM Flu 











THE JOURNAL OF MARKETING 147 


whereby uniform rules of credit procedure have 
been established—especially rules of uniformly 
suspending charge privileges on delinquent ac- 
counts. The second study, “How Retailers Con- 
trol Credit,” will describe the suspension poli- 
cies of individual stores not codperating in com- 
munity plans. It will be published in the spring 
of next year. Both of these studies are a part 
of the Household Finance Corporation’s Credit 
Library for the Retailer, which Professor 
Phelps is writing. Copies of these studies can 
be purchased from the Household Finance Cor- 
poration, 919 North Michigan Avenue, Chicago. 

During the spring and summer, Professor 
Phelps made a study of the collection policies 
of leading retail food merchants. The National 
Association of Retail Grocers codperated in 
this study. Questionnaires were sent to forty 
large retailers whose names were furnished by 
the Association. The study covered different 
aspects of the collection policy, such as the 
closeness of the follow-up, the strictness of 
suspending charge privileges on delinquent ac- 
counts, and the methods used in enforcing pay- 
ment. The results of this study will be pub- 
lished in three issues of the Bulletin of the 
National Association of Retail Grocers this 
fall. 


University of Denver 

Three studies, made under the direction of 
Dr. E. T. Halaas, have been completed during 
the year in the Bureau of Business and Social 
Research. The first, “Summary of Business 
Activity in Colorado,” was released in Febru- 
ary, 1937. The second, “Commercial Banking 
in Colorado, 1920-1936,” was published in 
April, 1937. The third, ““The Sales Tax in State 
Systems with Particular Reference to Its Oper- 
ation in Colorado,” was published in June, 1937. 
The sales tax study will be particularly helpful 
to teachers of marketing and retailing in fa- 
miliarizing their students with state sales tax 
legislation, as it contains considerable descrip- 
tive material concerning the origin and charac- 
ter of existing state laws, as well as a sum- 
mary of the results accomplished under the 
Colorado Act. It contains several helpful tables 
and charts, and a map showing the states hav- 
ing sales taxes, and the type and rate of tax 
in each state. 

The Bureau of Business and Social Research 
has in progress a “Real Estate Vacancy Survey 
of the City and County of Denver, Colorado, 
as of September, 1937.” It is under the direc- 
tion of Professor F. L. Carmichael. It will be 


completed in November and will be published 
as the November number of the University of 
Denver Reports. 


DePaul University 


Professor L. M. McDermott has completed 
his “Radio and Radio Program Survey,” which 
was mentioned in the April issue of the Journal, 
The study, in two parts, is available in mimeo- 
graphed form from Professor McDermott at a 
cost of twenty-five cents to cover postage and 
mailing. The first part of the study covered 
personal interviews made by fifty students with 
5,360 families; in the second part interviews 
were made by forty students with 5,970 fami- 
lies. Part I of the survey includes information 
on the most popular brands of radios, the 
average age of the radios in use, the oldest 
radios in use, the estimated number of radios 
in use in Chicago, and the probable saturation 
point in the sale of radios. Part II deals with 
the most popular stations; the most popular 
programs in order of preference; university 
programs heard regularly; educational pro- 
grams that were preferred; preferred comedi- 
ans; most popular orchestras, male singers, 
drama programs, children’s programs, home 
and cooking programs, classical singers, clas- 
sical musicians, mystery story programs, and 
manufacturers’ programs; and gereral opinions 
concerning specific programs. 

It is estimated that approximately 601,000 
radios are in use in Chicago. Ninety-one per 
cent of the families interviewed had radios. 
Taking into account the fact that certain for- 
eign and factory sections of the city have fewer 
radios, the average per cent of homes having 
radios is approximately eighty for the entire 
city. 


Duke University 


The June issue of Law and Contemporary 
Problems, a quarterly journal published by the 
Duke University School of Law, was devoted 
to the subject of “Price Discrimination and 
Price Cutting.” It contains nine articles, which 
present different phases of the subject. In the 
words of the editor, the writers express “a 
range of opinion toward the measures under 
consideration which runs from approval ‘in 
principle,’ tempered by doubt, to forthright con- 
demnation.” Titles of the articles in the sym- 
posium and their authors are as follows: 


1. “Price Control by Law in the United States: 
A Survey,” by Breck P. McAllister (Asso- 
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ciate Professor of Law at the University of 
Washington). 

2. “The Anti-Trust Laws and the Regulation 
of Price Competition,” by Arthur Robert 
Burns (Assistant Professor of Economics at 
Columbia University). 

3. “Cost as a Standard for Price,” by Walton 
H. Hamilton (Professor of Law at Yale 
University and Director of the Bureau of Re- 
search and Statistics, Social Security Board, 
Washington, D.C.). 

4. “Marketing Functions and Costs and the 
Robinson-Patman Act,” by Malcolm P. Mc- 
Nair (Professor of Marketing and Director 
of the Division of Research at Harvard Uni- 
versity). 

5. “The Effect of Price Controls on Non-Price 
Competition,” by Wroe Alderson (Division 
of Commercial Research of the Curtis Pub- 
lishing Company). 

6. “The Fiction of the Quoted Price,” by Irene 
Till (Collaborator with Walton H. Hamilton 
in “The Cost Formula for Price’). 

7. “Solidarity in the Distributive Trades in Re- 
lation to the Control of Price Competition,” 
by E. T. Grether (Associate Professor of 
Economics, University of California). 

8. “Business and the Robinson-Patman Act: 
The First Year,” by Edwin B. George (Econ- 
omist, Dun and Bradstreet, Incorporated). 

9. “The Courts and the Robinson-Patman Act: 
Possibilities of Strict Construction,” by James 
Angell McLaughlin (Professor of Law at 
Harvard University). 


An interesting appendix to Professor Mc- 
Nair’s article contains a proposed revision of 
the Robinson-Patman Act, which was prepared 
by Professor McNair in collaboration with 
Professors Isaacs, Learned, and Teele of the 
Harvard Graduate School of Business Admin- 
istration. In their revision, the authors have 
attempted to make the act more workable and 
to bring it into closer accord with economic 
and marketing realities. 

Teachers of marketing will find this issue of 
Law and Contemporary Problems invaluable to 
them in explaining to their students the Rob- 
inson-Patman Act and the various state laws 
aimed at the control of price competition, such 
as the so-called “Fair Trade” and “Unfair 
Practices” acts. Extra copies are available and 
they can be purchased at 75 cents. (The ad- 
dress is: Law and Contemporary Problems, 
Duke Station, Durham, North Carolina.) 


University of Illinois 
Research work in marketing in the College 


of Agriculture is in process in four general 
fields: fruits and vegetables, grain, livestock 


and poultry products, and milk and dairy prod- 
ucts. During the past school year, three formal 
reports have been published and copies are 
available from the Agricultural Experiment 
Station, Urbana, Illinois. The first, “Milk 
Transportation in the St. Louis Milkshed,” was 
written by Professors R. W. Bartlett and W. F. 
Caskey. The second, “The Market for Fresh 
Fruits and Vegetables,” was prepared by S. W. 
Decker and J. W. Lloyd. The third, “An Eco- 
nomic Study of Some Problems of Western 
Illinois Apple Growers,” was a joint study in 
which the Farm Credit Administration co- 
operated. H. W. Mumford, Jr. and S. W. 
Decker were in charge of the University’s part 
of this study. 

A study of the “Economics of Maintenance 
of Cream in Transit and Trends in Price 
Premium on Quality Butter,” by A. J. Brown, 
was completed recently and a summary of it 
will appear in /llinois Farm Economics. Two 
other studies were in process of publication at 
the time this was written and probably are now 
available. The first, “Factors Influencing Earn- 
ings of Grain Elevators,” was prepared by 
Professor L. J. Norton. The second, “Studies 
in Shipping Eggs from Illinois to New York,” 
is by Messrs. Alp, Ashby, and Card. 

Twelve marketing studies are now in process. 
Their content is indicated by their titles. The 
first is a continuation of the study of marketing 
problems in connection with western Illinois 
apples with an extension of this study to the 
southern Illinois apple and peach district. The 
second is a continuation of the experiments on 
factors affecting the quality of peaches in 
transit with particular reference to the use of 
ventilated packages. Its purpose is to test the 
theoretical results obtained from the use of 
such packages in laboratory tests. These two 
studies are in charge of J. W. Lloyd. 

Four livestock projects are in process under 
the direction of Professor R. C. Ashby. The 
first is concerned with the “Problems Involved 
in the Use of Livestock Auction Markets.” It 
is being made in cooperation with the Co- 
operative Division of the Farm Credit Admin- 
istration. The second deals with the “Costs of 
Operation of Trucks Hauling Livestock.” The 
title of the third study is: “An Analysis of 
Regulation of Livestock Marketing With Spe- 
cial Reference to the Packers and Stockyards 
Administration.” The fourth is: “A Study of 
Buying and Selling Practices in Connection 
with Feeder Cattle.” 

Two dairy studies are in process under the 
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direction of Professor R. W. Bartlett, who is 
being assisted by A. J. Brown. The title of the 
first is: “A Comparative Analysis of Milk Dis- 
tribution at Quincy and Danville, Illinois.” (In 
the former market, the usual methods of wagon 
distribution prevail; in the latter market, some 
interesting experiments with depot distribution 
have been conducted.) The title of the second 
study is: “General Analysis of Milk Marketing 
Problems with emphasis on Economic Problems 
Related to Quality, the Merchandising of Sur- 
plus Milk, and the Analysis of Prices and Dis- 
tributor’s Margin in the Larger Cities.” 

Three grain studies are being made by Pro- 
fessor L. J. Norton. The first is a continuation 
of the study regarding earnings and costs of 
county grain elevators. The second study is 
concerned with the effects of new methods of 
transportation of grain, particularly trucks and 
by barges on the Illinois River. The third deals 
with the seasonal aspects of soybean market- 
ing. 

“A Survey of Cooperative Marketing and 
Purchasing Associations in Illinois” is being 
made in codperation with the St. Louis Bank 
for Cooperatives. L. H. Simerl is in charge of 
the field work for the College. 

Further information concerning the above 
studies may be obtained from Professor L. J. 
Norton, Chief of Agricultural Marketing, De- 
partment of Agricultural Economics. 

Indiana University 

“Industrial Development in Indiana,” is the 
title of a survey made by the Bureau of Busi- 
ness Research, which is under the direction of 
Professor George W. Starr. Printed copies of 
the report can be secured from the Bureau, 
and they probably are available now as it was 
planned to complete the study in September. 


lowa State College 


A study of “Trends in the Hog and Pork 
Trade in the United States” was published re- 
cently, as Bulletin number 346. Copies can be 
obtained free from the Bulletin office, Iowa 
State College of Agriculture, Ames, lowa. The 
study was made by I. W. Arthur of the Agri- 
cultural Economics Department. Its purpose 
was to secure information on (a) the differ- 
ences in the weights of hogs marketed in dif- 
ferent parts of the United States; (b) trends 
which have developed in the location of the 
corn, hog, and packing enterprises; (c) the 
shipments of slaughter hogs from central mar- 
kets; and (d) the variation in pork require- 
ments in different areas. Among other things, 
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this study shows that there are marked differ- 
ences in the kind of pork cuts purchased and 
the per capita amounts of lard used in different 
localities, that the hog packing industry has 
been undergoing some shift in location in re- 
cent years, that a large proportion of the hogs 
consigned for sale at the large central markets 
is reshipped elsewhere for slaughter, and that 
no region with considerable commercial hog 
slaughter sells as much as half of its hog prod- 
ucts in the fresh meat trade. 

A study of “Public Regulation of Livestock 
Marketing” is in process under the direction of 
I, W. Arthur of the Agricultural Economics 
Department. Its purpose is to ascertain the ob- 
jectives, provisions, and economic results of 
past legislation in livestock marketing for the 
purpose of formulating recommendations for 
needed legislation. To date, some fifty personal 
interviews have been made in twenty repre- 
sentative companies distributing livestock. The 
study will not be completed until about July 1, 
1938. It will be available in printed form at that 
time. 


Louisiana State University 


A study of “Louisiana Market Data” is in 
process in the Bureau of Business Research. 
Professor Karl Reyer is directing the project. 
Its purpose is to assemble and present, in con- 
venient form, data which will indicate clearly 
the extent of the consumer market in Louisiana. 
The study probably will be completed in Janu- 
ary, 1938, and it will be available in printed 
form at that time. 

A study reported in the July issue of the 
Journal under the title “Distribution of Com- 
modities in Waterborne Commerce Through 
the Port of New Orleans,” will be completed 
by the middle of September. Printed copies can 
be obtained from the Bureau of Business Re- 
search. The title of this study has been changed 
to: “The Water-borne Commerce of New Or- 
leans.” 


Ohio State University 


Studies of the “Operating Results for Ohio 
Wholesale Grocers” have been made each year 
since 1923 by the Bureau of Business Research. 
The 1935 and 1936 studies are now in process 
and will be published in mimeographed form 
when funds are available. The nature, scope, 
and findings of these studies are familiar to 
marketing students everywhere and need not 
be reviewed here. The Ohio studies have been, 
for many years, the only source of current 
wholesale grocery operating costs. 
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Professor A. A. Chute’s study of the “Mark- 
eting of Ceramic Products” is now in manu- 
script form and will be published by the Bureau 
of Business Research as soon as funds are 
available. It was prepared by Professor Chute, 
now a member of the teaching staff of the Uni- 
versity of Minnesota, in partial fulfillment of 
the requirements for the Ph.D. degree at the 
Ohio State University. The study presents a 
complete history of the development of cera- 
mic marketing and an analysis of the methods 
now in use in the industry. Data were secured 
in personal interviews with leading executives 
in the industry in all of the important ceramic 
manufacturing states. These interviews were 
supplemented by information secured from 
questionnaires mailed to all the firms in the 
industry. 

“Personnel Requirements for Advertising 
Employees as Indicated by New York Times 
Classified Advertisements” is the title of a study 
being made in the Bureau of Business Research 
under the supervision of Professor Kenneth 
Dameron. Its purpose is to analyze and sum- 
marize the qualifications for advertising em- 
ployees. 

A study of “Buying Practices of Retail Mer- 
chants” has been planned by the Bureau and 
will be made if the necessary funds are avail- 
able. It will be directed by Professor Kenneth 
Dameron. 

Tentative plans have been made for a study 
of “The Ohio Consumer Market.” The Ohio 
Newspaper Association will codperate with the 
Bureau in this study. It will be under the direc- 
tion of Professor James E. Pollard, Acting Di- 
rector of the School of Journalism, and James 
C. Yocum, Assistant Professor of Marketing 
Research. The purpose of the study is to as- 
semble all available Ohio consumer marketing 
statistics; and to define the Ohio market and 
compare it with other selected markets in re- 
gard to size, quality, present economic status, 
newspaper circulation, and the cost of 
the newspaper advertising required to reach it. 

Herman C. Nolen has completed his study 
of “Chain Store Taxation,” which was pre- 
sented in partial fulfillment of the requirements 
for the Ph.D. degree. In this study, the author 
makes a thorough-going analysis of chain store 
taxation. He evaluates the soundness of the 
various state tax measures, and suggests im- 
provements in tax laws. He recommends a 
graduated license tax with the fees varied for 
different types of chain stores—such as variety 
stores, drug stores, and grocery stores. He 


believes that the amount of the tax to be paid 
on each store operated in a state should be 
bracketed according to the total number of 
stores operated in the United States. 


University of Oregon 

The Oregon Merchants’ Magazine is publish- 
ing, in a series of articles, Professor N. H. 
Comish’s study of the “Methods Used to Se- 
lect, Train and Promote Retail Employees in 
Oregon.” Data upon which the articles are 
based were secured in interviews with 199 se- 
lected Oregon merchants. 

The first article, “Outside Sources Used for 
Retail Employees,” appeared in the June, 1937 
issue. When the data secured from all the dif- 
ferent types of retailers studied were combined, 
it was found that 46 per cent used their regular 
help to get new employees, 40 per cent selected 
help from the ranks of former employees, 26 
per cent utilized the schools, 17 per cent made 
use of city newspaper advertising, 13 per cent 
utilized the Y.M.C.A., lodges and churches, 6 
per cent called on an employment agency, and 
3 per cent inserted want advertisements in 
country, village and trade papers. 

The title of the second article, published in 
the July, 1937 issue, is “Methods Used to Select 
Employees.” When the different methods used 
were combined for the 199 stores studied, it 
was found that 40 per cent used an application 
blank, 98 per cent depended largely on personal 
interviews, 83 per cent were governed in their 
choice by the opinions of references, 2 per 
cent used psychological tests, 7 per cent used 
educational tests, 12 per cent employed trade 
tests, and 8 per cent stressed the importance of 
a physical examination. 

The third article, “Classification of Store 
Employees for Training,’ appeared in the 
August, 1937 issue. Twenty-four per cent of 
the 199 merchants interviewed divided their 
employees into new and old categories for train- 
ing purposes, 33 per cent set up a selling force 
classification, 27 per cent made a non-selling 
category, 17 per cent classified their employees 
into junior groups, 33 per cent separated their 
executives for specialized training, and 51 per 
cent took an inventory of the retail knowledge 
of their employees before giving them training. 


Pennsylvania State College 

Work is being continued on the study of “The 
Marketing of Milk,” by Professors F. F. Lin- 
inger and C. W. Pierce of the Department of 
Agricultural Economics, which was described 
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in detail in the July issue of the youRNAL. One 
phase of this study was completed in August, 
and it is now available in mimeographed form 
under the title “Milk Marketing.” It presents 
data concerning the trend in fluid milk and 
cream sales in Allegheny County, Pennsylvania. 
Seventy-two personal interviews were made by 
Mr. Pierce with milk dealers. It was found 
that milk consumption in Allegheny County 
has declined since July, 1933. 


University of Tennessee 


Professor Ross M. Cunningham, recently ap- 
pointed a member of the teaching staff of the 
Massachusetts Institute of Technology, reports 
a master’s thesis by John N. Rebori that will be 
of interest to marketing teachers. Its content 
is indicated by its title, which is: “Business 
Mortality of Retail Grocery Stores in Knox- 
ville, Tennessee, 1924-1935.” This 275 page 
study probably will be published in condensed 
form. 


University of Wisconsin 


Three marketing studies were made by grad- 
uate students in a seminar conducted by Pro- 
fessors R. R. Aurner and D. R. Fellows. At 
the time that the report on these studies was 
made, it was uncertain which of them would be 
published. The first, “An Investigation of the 
Marketing Problems and Methods of the 
Trailer Industry,” was made by Owen F. Good- 
man. Its purpose was to determine the causes 
of the rapid growth of the trailer industry, to 
discover its effect on American social life, and 
to ascertain the marketing methods used. 

The second study, “Budgeting for Sales,” 
was made by Charles M. Dorrans. The third 
study, “Functions of Retail Organization 
Publicity Divisions,” by Edward Petersen, was 
made to secure definite information on some 
of the less tangible activities carried on by 
publicity divisions in retail stores. 


Doctoral Dissertations in Marketing’ 
University of California 


Edwin R. Hawkins. A Study in Vertical 
Price Relations. Fall of 1937. 
Choh-Ming Li. International Trade Under 


*The date given after each title is the probable 
date of completion. Much of this material was 
assembled in May; hence, in most cases, where 
the date of completion is given as June, 1937, the 
degree has been granted. 
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Silver Exchange, China 1888-1935.* Completed 
May, 1937. 

Perham C. Nahl. The Theory and Practice 
of Retail Trade Area Determination. May, 1938. 

Gordon E. Ockey. An Economic Study of 
the California Wine Industry. Fall of 1937. 

John B. Schneider. The California Tomato 
Industry With Specific Reference to Market- 
ing. May, 1938. 

University of Chicago 

Charles Thomas Battin. Organization and 
Competitive Status of the Chicago Potato Mar- 
ket. August, 1937. 

John A. Pranner, Jr. A Study of the Division 
of Trade Within Cities Between Residents and 
Individuals from Outlying Areas. The date of 
completion is uncertain. 

Eaton Van Wert Read. A Study of the 
Trading and Service Inter-relationships of a 
Satellite City and Its Metropolitan Area, with 
Special Reference to Elgin and Chicago, IIi- 
nois. The date of completion is uncertain. 


Harvard University 


Melvin Leon Anshen. Some Implications of 
Recent Changes in the Demand for Department 
Store Goods and Services. The date of comple- 
tion is uncertain. 

Austin Grimshaw. Some Problems of Line 
Expansion and Contraction in Selected Con- 
sumer Industry Companies Manufacturing 
Items Retailing at Under $10 Per Unit. July, 
1937. 

Harry Louis Hansen. Premium Advertising. 
The date of completion is uncertain. 

Kenneth Douglas Hutchinson. Economic As- 
pects of Design Piracy. The date of completion 
is uncertain. 

George Albert Smith, Jr. Problems of Or- 
ganization and Control Peculiar to Companies 
Operating Branch Plants. June, 1937. 

J. Owen Stalson. Marketing Life Insurance: 
A History. The date of completion is uncertain. 
University of Illinois 

Allen T. Bonnell (Ph.D., 1937). German 
Control of International Economic Relations.* 

Earl W. Davis. Some Factors Influencing 
Short-Time Movements of Chicago Wheat- 
Futures Prices in Post-War Period, February, 
1938. 

Trimble R. Hedges. Relation Between Cot- 
ton Quality and Local Prices Paid for Cotton 
in Oklahoma. October, 1937. 


* The starred theses are in the field of foreign 
trade. 
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Bruce R. Morris. The Economics of the Spe- 
cial Taxation of Chain Stores. February, 1938. 


University of Minnesota 

Helen Canoyer. National Brand Advertising 
and Monopolistic Competition. June, 1939. 

Elenor Gould. Effects of the Imperial Pref- 
erence System and Currency Manipulation on 
British Trading. June, 1938. 

Harold Haas. Social and Economic Aspects 
of the Chain-Store Movement. June, 1938. 

Vant Kebkar. An Analysis of Consumer Co- 
operation as a Form of Economic Control. 
June, 1938. 


University of Nebraska 
Charles J. Courtney. A Study of Some of 
the Factors that Relate to Success in the Oper- 


ation of Independently Owned Grocery Stores. 
June, 1937. 


University of North Carolina 


Charles M. Anderson. The Marketing of Fu- 
neral Supplies. The date of completion is un- 
certain. 


Northwestern University 


William F. Brown. Retail Research Meth- 
ods. June, 1938. 


Ohio State University 


Orin E. Burley. The Consumers’ Codperative 
as a Marketing Institution. 1937. 

Ralph G. Harshman. A Critical Estimate of 
Sales Training Methods. 1938. 

Herman C. Nolen. Chain Store Taxation. 
Completed August, 1937. 

Edmund G. O’Leary. Retailer-Owned Vol- 
untary Chains. 1938. 

E. G. Rasmussen. The Wholesale Trade 
Territory of Nashville, Tennessee. 1938. 

Ernest J. Sheppard. A History of Wholesale 
Food Institutions in Central Ohio. 1938. 

Theodore H. Smith. The Relation of Used 
Cars to the Problem of Automobile Retail Dis- 
tribution. The date of completion is uncertain. 

Homer Widener. Premium Merchandising. 
The date of completion is uncertain. 


University of Wisconsin 

Martin Abrahamsen. A Study of Certain 
Phases of the Tobacco Manufacturing Indus- 
try. The date of completion is uncertain. 

Arthur A. Bunce. Economic Nationalism 
and the Farmer. June, 1937. 

Henry E. Larzelere. Effects of the Agricul- 
tural Adjustment Administration Upon the To- 


bacco Industry of Wisconsin. The date of com- 
pletion is uncertain. 

Raymond Penn. International Trade in Re- 
lation to Agriculture. The date of completion 
is uncertain. 


B. RESEARCH IN GOVERNMENT BUREAUS 


Edward L. Lloyd 
Bureau of Foreign and Domestic Commerce 


Federal Trade Commission 


The Commission has transmitted to Congress 
its final report on its investigation of fresh 
fruits and vegetables. The report is not yet 
available in printed form although mimeo- 
graphed summaries have been issued. The re- 
port follows closely those items listed in Public 
Resolution No. 112 which directed the Commis- 
sion to investigate and report: 

“(1) The extent of decline in agricultural 
income in recent years; (2) the trend of income 
of the principal corporations or others engaged 
in the selling and processing of fruits and vege- 
tables as compared with the trend of income 
of growers; (3) the proportion of consumer 
cost of these products received by farmers, pro- 
cessors and distributors; (4) the financial posi- 
tion of the principal corporations engaged in 
processing and distributing fruits and vege- 
tables, including extent of growth of capitaliza- 
tion, assets, investments, costs, profits, rates of 
return and salaries of officers; (5) concentra- 
tion of control and monopoly in the processing 
and marketing of fruits and vegetables together 
with the methods used to attain such control 
and monopoly; (6) extent of the avoidance of 
income taxes by corporations, their officers, 
etc.; (7) extent to which fraudulent, dishonest, 
unfair, intimidating and injurious methods are 
employed in the grading, warehousing and 
transportation of such products, including price 
fixing and manipulation of prices; and (8) the 
participation of codperatives in the processing 
and marketing of these farm products and the 
general effects of same on the producer and 
consumer.” 


Bureau of the Census 


The Division of Agriculture has recently 
completed the last of its general reports cover- 
ing the Census of 1935. Volume III, which in 
addition to summarizing the 1935 Census, also 
contains data concerning the principal farm 
items since 1840. This makes a convenient 
reference source of farm changes by ten-year 
periods through 1920, and by five-year periods 
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subsequent to that date. For those who are not 
familiar with the farm census publications, 
Volumes I and II contain statistics, by coun- 
ties, for all of the principal crops, classes of 
livestock, and uses of land, as well as a few 
selected items covering farm labor, farm popu- 
lation, etc. 

The technical staff of this Division is at the 
present time working upon special phases of 
agricultural statistics. A monograph is now in 
preparation on part-time farming, which will 
throw light on the lower range of agriculture 
production and the interrelation of industry and 
agriculture in selected areas. This study con- 
tains descriptions of fourteen part-time farm 
areas, ranging from a coastal county where 
fishing constitutes the primary industry to 
those counties where coal mining is the prin- 
cipal occupation and the suburban area of a 
large city. Another current project of the 
Division of Agriculture is the tabulation of 
poultry, by size of flock, for the Department of 
Agriculture and private commercial interests. 
Special reports have already been issued show- 
ing the differences in commercial production in 
the East and upon the Pacific Coast. 

A census of the manufacturing activities of 
this country was first taken in 1810. Since 1850 
comparative statistics covering such items as 
number of establishments, number of employees 
and their compensation, cost of materials, sup- 
plies, fuel, etc., consumed in manufacturing 
processes, and quantities and value of products, 
by kind, have been gathered. The amount of de- 
tail covered in production statistics has in- 
creased greatly during the present century, and 
especially since 1921 when the interval be- 
tween censuses was reduced from five to two 
years. For many industries, quantities and cost 
figures for materials consumed, by kind, are 
also compiled. Power equipment statistics in 
considerable detail will be found in the reports 
of most censuses; and fuel-consumption figures 
are also included in some of them. 

The most recent addition to this industrial 
history of our country is that made by the 1935 
census. Preliminary industry reports, state 
summaries by cities and counties, state sum- 
maries by industries, and industrial-area re- 
ports by industries have all been issued. All 
final industry reports have been assembled and 
are now in the Government Printing Office, 
many of them having already been released. 
These final reports, together with some addi- 
tional material, will be assembled and issued in 
One bound volume. Preliminary work for the 


manufacturing census covering 1937 is now 
under way. 

It is contemplated that four special studies 
based on the 1935 census of business concerning 
wholesale trade will be released shortly. These 
studies include codperative and voluntary 
group wholesalers, tobacco wholesalers, whole- 
salers of tires and tubes, and a combination re- 
tail-wholesale study of the distribution of wines 
and liquors. 


Bureau of Foreign and Domestic Commerce 


The foreign section (Part Il) of the World 
Economic Review, separated for the first time 
from the United States section has been re- 
cently released. The study presents a review 
of the economic policies and developments dur- 
ing 1936 in the principal countries of the world. 
The study reveals that although a certain de- 
gree of recovery has been found in most coun- 
tries, the elements of uncertainty, distrust, and 
isolation still operate in many areas to prevent 
a complete return to prosperous conditions. The 
economic effects of rearmament, of the self- 
sufficiency programs which are characteristic 
especially of totalitarian states, and of currency 
readjustments are discussed in detail. Special 
attention is given to the recovery in interna- 
tional trade and the extent to which the gains 
are concentrated in the export trade of pro- 
ducers of raw materials and staple foodstuffs. 
The few instances of liberalization of commer- 
cial policy are noted, but these are confined 
principally to the broadening of quotas and re- 
ductions of duty in connection with currency 
devaluations in the European area. The more 
encouraging developments of the year are to 
be found in the trend toward elimination of 
currency uncertainties, although the gain in 
nominal foreign-trade returns as a result of 
devaluation is largely illusory. Tables in the 
appendix showing month-by-month production 
of a few primary minerals and metals reflect 
both the gradual general recovery and the pro- 
gressive extension of armament programs. 
Such sub-headings as industrial production and 
profits, prices, cost of living, unemployment, 
wages, agriculture, foreign trade, public fi- 
nance and private finance characterize the 
treatment of each nation. Statistics upon each 
of these important subjects are also given. 

Summary statistics on national income 1929- 
1936 have been recently released. This publica- 
tion brings up to date and revises certain ma- 
terials contained in the more detailed publica- 
tion—National Income 1929-1935. Data are pre- 





154 THE JOURNAL OF MARKETING 


sented for income produced and paid out dur- 
ing this period with detailed information as to 
types and sources of both payments and re- 
ceipts. 

The Marketing Research Division will have 
available shortly Volumes 11 and 12 of its 
study of consumer’s use of goods and services 
by income classes. These volumes complete the 
study for approximately 230,000 families in 
fifty American cities. These cities are well dis- 
tributed geographically throughout the nation. 
This division has also been releasing lists by 
states of local and state-wide trade associa- 
tions. States for which releases have been is- 
sued to date are Alabama, Colorado, Kansas, 
Michigan, New Jersey and Washington. It is 
estimated that when completed for all states 
that information upon approximately 4,000 as- 
sociations, state and local in scope, will be 
available; of this number, about one-half will 
represent associations in the distributive trade 
and the remainder equally divided among 
manufacturers associations and service groups. 

On September 1 the Bureau extended its 
program of collecting current statistics for in- 
dependent retailers to eleven additional states. 
The information at the present time is confined 
to sales data and monthly releases are issued 
showing the percentage change in sales by 
kinds of business from a corresponding month 
a year ago and from the previous month. These 
releases also show the changes in total sales 
by cities and city size groups. 

The September issue of the “Survey of Cur- 
rent Business” carried a special review of the 
economic changes transpiring during the 
elapsed period of 1937. Copies of this article 
which has enjoyed a wide reading are avail- 
able. 


Bureau of Home Economics 


Considerable progress has been made in the 
tabulation and analysis of data from the Study 
of Consumer Purchases (see October 1936, and 
January, April and July 1937 issue of THE 
JOURNAL for detailed descriptions of this 
study ). A number of preliminary mimeographed 
reports have been released for small cities, vil- 
lages, and farm counties. These summarize such 
facts as distribution of non-relief families by 
income and the occupation from which the 
greater part of the family’s money income is 
received; size of family and number of persons 
under 16 and 16 or over; the proportion of 
families renting and owning and the types of 
living quarters they occupy—whether one- 


family houses, two-family houses or apart- 
ments; the number of families paying specific 
rentals is shown for each income class. Sum- 
maries of family expenditures, according to 
income, occupation, degree of urbanization and 
region are being released. Tabulation of details 
concerning expenditures for clothing, furnish- 
ings, medical care, and other items is in prog- 
ress. 

The first regional report covering 4 small 
cities, 24 villages, and 9 farm counties in the 
three Pacific Coast States is being completed 
and will be published shortly. This report will 
give a much more detailed presentation and 
analysis of data than appeared in the prelimi- 
nary releases. It will, likewise, afford an op- 
portunity to compare communities of different 
degrees of urbanization within the same gen- 
eral region. Reports for other regions will ap- 
pear later. 

The study of diets of families of employed 
workers, described in the July issue of THE 
JOURNAL includes in its final form data from 
43 cities or industrial communities in 8 regions 
of the country. As a first step in the analysis, 
the 4,000 or more food records were classified 
into ten groups according to weekly food ex- 
penditure which, in the case of these families, 
ranged from 65 cents to $7 or more per person. 
This classification furnished the basis for com- 
paring the quantities of food consumed and the 
nutritive value of the diets obtained in each 
region. 

A number of the Bureau’s studies on the use 
values of different foods have an end product 
consumer-buying information. Among these 
studies are: (1) an extensive study of meat 
quality which has been carried on cooperatively 
for some years between this Bureau, the Bu- 
reaus of Animal Industry and Agricultural 
Economics, and various State experiment sta- 
tions; (2) a study of the relative value of vari- 
ous lards and other fats in deep-fat frying; 
(3) the conducting of a series of experiments 
on potatoes in codperation with the Bureau of 
Plant Industry to determine the breeding, grow- 
ing, and storage conditions that affect the cook- 
ing and table quality; (4) a series of studies on 
eggs of known freshness and from hens on a 
known diet to determine the lifting quality of 
egg whites in the making of sponge cakes; and 
(5) representatives of the Bureau staff have 
been working on the Departmental Committee 
set up to determine the factors that influence 
the flavor of bread. 

In addition a study of dried skim milk has 
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been made which had as its objectives informa- 
tion about the consumer acceptance of this 
product, the forms in which it could be dis- 
tributed more satisfactorily and economically, 
its most acceptable uses in the home, and its 
nutritional effects as a supplement to low-cost 
diets. This study was possible because of a 
coOperative arrangement with the commodity 
purchase section of the Agricultural Adjust- 
ment Administration. The results, not ready for 
publication in detail, indicate that the consum- 
ers who cooperated in the study would be in- 
terested in continuing to use dried skim milk 
in their homes if it could be made available in 
retail packages at low cost; also, that this 
product affords a very inexpensive way of add- 
ing several nutritive values to low-cost diets. 
Experimental work carried on in this Bureau 
indicates that dried skim milk lends itself to 
many uses in food preparation. Directions for 
its use were provided by the Bureau when this 
product was distributed as a surplus food com- 
modity to families on relief. 


C. RESEARCH IN PRIVATE ORGANIZATIONS 


Ferdinand C. Wheeler 
100 Hudson St., New York 
Cooperative Analysts of Broadcasting 

A booklet—based upon field work done by 
Crossley, Incorporated—issued under the title 
“Are the Radio Habits of Rural People Dif- 
ferent?” contains considerable information on 
that important question. The survey resulted 
in about ten thousand interviews among farm- 
ers Owning radio sets and about eleven thou- 
sand among small-town set owners. The latter 
interviews were made in towns averaging 
around 750 population. Suburban towns, com- 
muting points and industrial towns were 
avoided. Only towns located in agricultural 
communities were considered. 

The report presents a number of interesting 
graphs showing comparisons between rural 
areas, small towns and large cities—as to sets 
in use, by half hours, and as to type of pro- 
gram preferred. The conclusions contain some 
interesting discussions of rural listening habits 
throughout the day and evening and the popu- 
larity of certain types of programs with rural 
and urban listeners. This study should be in- 
teresting to any one concerned with research 
or marketing in rural districts. 


National Broadcasting Company 


Under the title “Money At the Crossroads,” 
NBC presents “an intimate study of radio’s 
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influence upon the great rural market of sixty 
million people.” Under its sub-title “What 
Radio Means to the Farmer” are conclusions 
from an approximate consensus in 209 farm 
homes in various parts of the country, taking 
into account the views of 41 representative 
county agricultural agents. Under the sub- 
heading “How Radio Affects Rural Merchan- 
dising” is a summary of voluntary and verbal 
testimony of 151 farm-serving store keepers or 
store managers in 25 states. Under a further 
sub-heading “What Rural Merchants Say 
About Radio” are presented a series of state- 
ments from rural merchants regarding radio 
as a farm advertising medium. The presenta- 
tion contains a description of the method of 
work and, although naturally stressing the value 
of radio advertising, constitutes another con- 
tribution to the growing literature on the im- 
portance of the rural market. 


Psychological Corporation 


Early in the year this organization completed 
a study of rayon and silk fabrics for the Du 
Pont Company. The study was made under the 
direction of Dr. Paul F. Lazarsfeld. The inter- 
esting feature of this study is the fact that it 
included a blindfold test in which judgments 
in respect to fabrics were made by feeling. In 
other words, it was a test of texture—in which 
the visual stimuli of color, weave and drape 
had been eliminated. The significance and re- 
liability of this study was strikingly confirmed. 
Two years later it developed that rayon fabric 
which had been judged the most desirable from 
the standpoint of texture had sold over eighty 
million yards; whereas the rayon fabric judged 
least desirable in the tests had been withdrawn 
from the market—because it had been able to 
sell only thirty thousand yards. Complete de- 
tails of the technique employed and the treat- 
ment of the results can be found in the April 
issue of the Journal of Applied Psychology. 


The Progressive Grocer 


This widely circulated publication has just 
prepared a study which is being presented un- 
der the title of “What is the Super-market’s 
Real Place in the Grocery Business?” It deals 
with the subject from a factual standpoint only. 
There is no attempt to make a case for or 
against super-markets—the purpose being 
merely to present an array of ascertained facts. 
The study was made by Carl W. Dipman and 
contains statistical and other data tending, gen- 
erally, to show that the number of so-called 
super-markets is usually exaggerated and that, 








in the retail food industry, there were actually 
more large stores in 1929 than there are today. 
In recent years there has been a great deal of 
discussion on the subject of super-markets. 
There are partisans on both sides, but the study 
here referred to impresses one as a thought- 
ful, informative and pointedly detached pres- 
entation of the whole subject. 


Columbia Broadcasting Company, Inc. 


CBS will shortly issue a new edition of 
“Listening Areas.” Individual daytime and 
nighttime Listening Area maps for each sta- 
tion affiliated with the Columbia Network, as 
well as composite network maps, will be in- 
cluded in the publication. These maps are being 
constructed on essentially the same methods 
used by CBS during the past six years. Addi- 
tional data on station audiences, based on a 
very comprehensive study conducted by Daniel 
Starch and Staff, will also be included in the 
new publication. Marketing and advertising 
men interested in radio effectiveness should be 
on the lookout for this new study. It should 
be ready some time in October. 


J. Walter Thompson Company 


In its monthly bulletin “People” there ap- 
pears under the title ‘‘Who’s Urban Now?” an 
interesting discussion designed to show that 
size is no longer an index as to whether a 
market is rural or urban. The study is based 
upon the United States Census study of “Metro- 
politan Districts” and carries a map showing 
94 metropolitan markets of over 100,000 popu- 
lation; these, while comprising only 192 of 
the 3,074 counties in the United States, repre- 
sent from a half to three-quarters of the whole 
market for most products that do not depend 
essentially on farm purchasing. These same 
94 markets are said to represent also— 

72.2% of all urban families 

77.0 of all income-tax payers 

66.7 of total retail food-store sales 

63.5 of total retail drug-store sales 

60.0 of all radio-owning families 

49.7. of all passenger automobiles 

50.2 of all filling station sales 

55.9 of the circulation of the leading wom- 

en’s magazines. 


This study, stressing the value of metropolitan 
markets, is especially interesting in the light 
of other recent studies tending to show the 
importance of rural and small town markets. 


Institute of Distribution 
This organization is now developing two re- 
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search activities which should be of interest 
to all research and marketing men concerned 
with distribution through chain store channels. 
The “Retailers Manual of Taxes and Regula- 
tions,” a study originally published by the In- 
stitute of Distribution in codperation with the 
Limited Price Variety Stores Association in 
1935, is now being completely revised and re- 
written to include all of the enactments of the 
45 state legislatures which have been in regular 
or special session so far in 1937, the latest 
enactments of the Federal Congress and re- 
cent municipal ordinances affecting the retail 
trade. The purpose of this Manual is to bring 
together within the covers of one book in high- 
light summary form, the significant provisions 
of tax and license laws, trade practice regula- 
tions and labor legislation which affect the 
operations of general merchandise stores. The 
1937 edition of “Retailers Manual of Taxes and 
Regulations” will be available for distribution 
in October. 

The third edition of “Chain Store Manual” 
by Mr. John P. Nichols, Assistant Managing 
Director of the Institute of Distribution, is now 
in preparation. It will include the census fig- 
ures released this year for 1935, and much 
other published material which has become 
available since the second edition was issued in 
October, 1936. The “Chain Store Manual” con- 
tains a comprehensive history of the chain 
store, an analysis of their operating methods 
and a review of legislation which has been 
enacted in this country affecting their opera- 
tion. It is planned to issue this 1937 edition of 
the Manual within'the near future—either this 
Autumn or early Winter. 


The Crowell Publishing Company 


An innovation in editorial research, which is 
attracting some attention in advertising circles, 
is the system of reader participation in maga- 
zine editing, inaugurated a year and a half ago 
by Gertrude B. Lane, Editor of Woman’s Home 
Companion. A group of readers was invited to 
assist in editing the magazine by reporting 
every month on some phase of their home- 
making experiences. By this process a field 
laboratory, embracing 1,500 actual homes, was 
organized to act as a testing ground for manu- 
facturers’ products. These women, called 
Reader-Editors, are selected to parallel the cir- 
culation of the Companion’s readership, state 
by state and by population groups, ranging from 
the largest cities down to villages and hamlets, 
of all economic strata. They include, too, fami- 
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lies of all types, from the newly-wed couple to 
households with eight or nine children—and 
even a few scattered spinsters. 

In their monthly reports, these homemakers 
are asked to describe how they handle the many 
household and personal problems that confront 
them—food and cooking, family health, use of 
labor-saving equipment, care of children, home 
furnishings, budgets, hobbies, entertainment. 
They are frequently asked to suggest topics 
of interest which could be presented in the 
columns of the magazine. They even tell the 
fiction editor what they like and dislike in Com- 
panion stories—and why. 

The information thus obtained is of consid- 
erable value. It is first-hand information on 
the pulse of the readers and on new trends 
which nowadays develop so rapidly. Through 
these reports the editors know their public and 
their needs and can edit the magazine accord- 
ing to specific wants, definitely ascertained. 

When the data are of sufficient general in- 
terest, they are made available in concise sta- 
tistical reports to advertisers and distributors 
of merchandise. Research men, marketing ex- 
ecutives, merchandisers and copy writers should 
find much of interest and of value in 
studies. Some already have. 


these 


The Household Magazine 

The Bureau of Research & Market Analysis 
of this magazine, a Capper publication, has 
recently released a number of studies and 
charts of interest not only to research and 
marketing executives but to sales and adver- 
tising managers. Among these releases are the 
following : 

(1) “A ‘Push-the-Button’ Method of An- 
alyzing Markets and Preparing Magazine Lists 
for Adequate Coverage.” This is based on an 
analysis of markets by the City-County method. 
The City-County method allocates markets by 
counties according to the size of the largest 
city in each county. For instance, all counties 
having largest cities “500,000 and Over” popu- 
lation are placed in one group; all counties 
having their largest cities between “100,000 and 
300,000” population are placed in another group 
—and so on. Accompanying the explanation of 
this method is a chart showing the per cent 
coverage of families of 33 national magazines 
in each of 6 City-County population groups. 
A typical list is analyzed showing the automa- 
tic accumulative coverage provided by each 
magazine. This chart eliminates tedious an- 
alysis of circulation, distribution and coverage 
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—cutting down long hours of labor to a few 
moments of interesting compilation. Blank 
charts are available for analyzing magazine 
lists of one’s own selections. Market figures 
accompanying this study, as of the various 
City-County population groups, are available— 
showing (a) number of women, 15 to 54 years, 
(b) owned homes, (c) wired homes and (d) 
radio homes. 

(2) “Retail Sales by States in Towns Under 
10,000 Population.” This is a series of mono- 
graphs showing the distribution of Total Retail 
Sales, Food Store Sales, Drug Store Sales, 
Lumber, Building and Hardware Sales and 
Automotive Sales in towns under 10,000 popu- 
lation. These monographs show that in more 
than one-half of the states—and with respect 
to some types of products, in two-thirds of the 
states—an average of more than 50% of the 
retail sales are made in towns under 10,000 
population, 

(3) “Wholesale Dollar Volume by States 
for 1935, Showing Per Cent Gain in Sales 1935 
Over 1933.” A map showing 1935 wholesale 
sales and their per cent increase over 1933, 
based on the United States Census of Business. 

(4) “1936 Passenger Car Dealer Repre- 
sentations by Population Groups.” Two mono- 


graphs: 





(A) Showing bar graphs indicating 
the distribution and per cent of automobile 
dealer representation in cities and towns over 
and under 10,000 population. One bar graph 
shows all makes, 18 bar graphs show leading 
makes and another bar graph shows miscellane- 
ous makes. (B) A map indicating by shaded 
states where 70% of total United States passen- 
ger car dealer representations are located. 


McCall Corporation 

“Traffic and Shopping Habits”—a 
study recently completed under the supervision 
of the McCall director of Research, Arthur 
Hirose—has just been issued. This new book 
contains the results of two surveys demonstrat- 
ing that the problem of the sales manager in 
seeking wholesale and retail distribution for 
consumer products, differs greatly from the 
task of reaching actual consuming prospects. 

In one of these studies Russell Burnet, traffic 
flow expert, analyzes the Census of Business 
figures on retail sales and relates those statistics 
to traffic flow in the State of Ohio as determined 
hy the Onio State Highway Department. In 
almost all cases Burnet finds that, while the 
per capita food sales are fairly uniform for all 
sized communities, the sales of house furnish- 
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ings and appliances, apparel and drug store 
items are generally smaller in smaller com- 
munities. But these figures, Burnet points out, 
do not mean that small-town families consume 
smaller quantities of such merchandise than do 
big-city families—only that their local pur- 
chases are augmented by purchases in nearby 
cities to an extent that brings their consumption 
level with or beyond that of the strictly urban 
family. 

The second study, conducted by Dr. H. H. 
Maynard of Ohio State University, was de- 
signed to test out these conclusions. The typical 
small town of Logan, Ohio, was selected for 
the comprehensive survey. The purchases made 
in 76% of all the homes in Logan were studied 
to determine the community in which each type 
of merchandise was purchased. The study fully 
confirms the figures of the Census of Busi- 
ness as well as the conclusions arrived at by 
Russell Burnet. 

Dr. Maynard’s study shows clearly that 
families in smaller communities do, in fact, 
purchase a substantial part of their require- 
ments in drugs, wearing apparel, house furnish- 
ings and appliances in large adjacent cities. He 
finds, for instance, a higher percentage of small- 
town homes with automatic refrigerators, 
ranges, washers, vacuum cleaners than are 
usually found in larger cities. 

These studies are not only well conceived 
and executed but they are presented in an un- 
usually attractive volume—a limited number of 
which is available to sales managers and other 
executives of manufacturing organizations. 


General Electric Company 

This company has recently completed a study 
of the industrial market for insulated cable. 
Industries were classified into two groups: (1) 
Those using cable for plant equipment only, 
and (2) those using cable in products manu- 
factured, as well as for plant equipment. These 
industries were then ranked in order of their 
importance as markets on the basis of such 
carefully weighted factors as number of motors 
installed, motor horsepower and value of 
products manufactured. Sixty large companies, 
distributed among principal industries, were in- 
terviewed and data were obtained on such 
questions as the make of cable used, approxi- 
mate annual purchases by type of cable, and 
buying channels. The study was made and put 
into immediate use by the company in the 
preparation of an intensive cable sales campaign 
which has proved highly satisfactory. 


)F MARKETING 


One of the investigations now being con- 
ducted by the Market Research Division of the 
General Electric Company has as its objective 
the determination of a procedure for estimat- 
ing the rate at which the market for a new 
product will develop. The market histories of 
many products and the effects of various fac- 
tors on the rate of sales are being studied. The 
results of the work so far completed have been 
applied in several new-product studies and the 
resulting sales estimates have been close to 
actual sales following the introduction of the 
new product. Such estimates are made, of 
course, only after a careful survey of the market 
has been completed. 

\nother investigation now being conducted 
has as its objective the examination of the effect 
of price changes on unit sales in the case of 
relatively high-priced specialty products such 
as electric ranges and refrigerators. 

Assumptions which have been made in this 
study are: 


1. That changes in the price of a product are 
important only insofar as they increase or 
decrease the number of theoretical prospects; 
that is, those who can afford the product in 
question. 

2. That the number of theoretical prospects is 
important only when a change in this number 
produces a related change in unit sales. 


“ach product is being studied— 

a. To determine what price changes there were 
and what effect these changes had on the 
number of theoretical prospects, bearing in 
mind that changes in the national income and 
in the cost of. living also affect the number 
of those who can afford a specialty product. 

. To compare the fluctuations in the number of 
theoretical prospects with fluctuations in unit 
sales exclusive of replacement sales. 


4 
~ 


Preliminary investigation suggests the pos- 
sibility that in the first few years, after the 
introduction of a high-priced specialty, price 
is of less importance than consumer education 
—for unit sales seem to have little relation to 
changes in the number of theoretical prospects. 
Subsequently, however, it appears that the posi- 
tion is reversed and price, through its effect on 
the number of theoretical prospects, becomes of 
major importance in determining unit sales. 
None of these studies are for general publica- 
tion but they represent examples of the use 
being made of marketing research by one of the 
outstanding business corporations of the coun- 
try. 
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Reviews of Books and Digests of 
Leading Articles in Marketing 


THEODORE N. BECKMAN, Editor 








A.—Book REvIEws 
Tue Economics or Consumption, by Charles 

S. Wyand. New York: The Macmillan Com- 

pany, 1937. xiii, 565 pp. $3.50. 

Readers will find in this book an important 
contribution to their understanding of the prob- 
lem of the consumer at the present time. The 
first three chapters give a brief but pertinent 
description of the significant rdle of the con- 
sumer in the production-for-profit system, and 
skillfully suggest the necessity for greater con- 
sideration of problems of consumption if the 
profit-making system is to survive. 

Having placed the consumer in the frame- 
work of the present economic system, Professor 
Wyand goes on to define the consumer and his 
function. Anyone who has attempted to formu- 
late the concept of the consumer in a precise 
way will appreciate the difficulties of reducing 
its complexity, to a simple, invulnerable defini- 
tion. The author’s careful analysis is in striking 
contrast to the easy and superficial form in 
which the concept has been expressed by many 
other writers, but the final outcome which de- 
fines the consumer as “any person whose pro- 
duction as measured by his current income is 
less than current expenditures for the satisfac- 
tion of his personal wants” will surely leave 
more than one reader unsatisfied. As Professor 
Wyand elsewhere points out, “the consumer is 
not a clearly differentiated type.” As human be- 
ings, we all have wants to be satisfied and the 
direct satisfaction of our wants is but one phase 
of individual behavior. Hence, when we use the 
term “consumer” we are merely referring to a 
set of activities that play a more or less im- 
portant part in individual behavior as a whole. 

The choice of goods and services to satisfy 
human wants is the central problem facing us 
as consumers, and it is to this subject that Pro- 
fessor Wyand devotes major attention. The 
analysis of choice is developed from its starting 
point in the physical and psychological com- 


ponents of human nature to a consideration of 
the various determinants to be found in en- 
vironmental factors. The nature of the physical 
environment; the production and marketing 
technique ; the manipulation of choice by profit- 
making sellers in their use of advertising, the 
installment system, and other selling devices; 
the influence of private agencies, such as test- 
ing institutes—commercial and non-commercial 
—which give information about various goods ; 
the relation of governmental policy to con- 
sumer’s choice—all these factors and forces 
are combined and focussed upon our behavior 
as consumers in an unusually forceful example 
of analytical writing. No important detail has 
been omitted, and replete with details as the 
study must be, it, nevertheless, gives an im- 
pression of unity and clearness by the way in 
which they have been woven into their per- 
tinent relationships to the main subject. 

The chapter on the cooperative movement 
is included in the “determinants of choice,” and 
here the reader will find in brief compass a 
discriminating appraisal of its significance, 
though, doubtless, there are many who will not 
follow the author to his conclusion that “the 
cooperative tends in the long run to demoralize 
the competitive system without replacing it 
with anything better.” As Professor Wyand 
points out, “it is difficult to see how the co- 
Operative movement can lead to the elimination 
of our existing economic difficulties so long as 
its exponents reject the eventual establishment 
of a cooperative society and cling to the tradi- 
tions which are in large measure responsible 
for prevailing evils.” But many of its expo- 
nents do not reject a coOperative economic and 
political philosophy, and perhaps one of the 
most effective ways of discovering its need 
will grow out of the organized effort on the 
part of consumers to help themselves through 
this movement. At any rate, those interested 
in the coOperative movement should read and 
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meet the challenge that Professor Wyand 
makes to codperation as a solution of the con- 
sumer’s problem. 

In the closing chapters of the book the author 
discusses “Planes of Consumption” under the 
headings “Levels of Living,’ “Standards of 
Living,” and “Norms of Living.” The con- 
sumer is no longer examined as a choice- 
making individual. Instead the question is 
raised, “What has been the influence of prevail- 
ing choice determinants on the consumption 
of wealth?” In these chapters the reader will 
find an answer to this question in the brief 
description of “what men do consume, what 
they would like to consume, and what they 
ought to consume in terms of their own eco- 
nomic welfare.” The data used in this descrip- 
tion comprise the leading budgetary studies 
that have been made in this country. Again, 
the author subjects this material and the con- 
cepts that are applied to it to a discriminating 
appraisal of its value. He rightly points out 
that “the present fault of budgets lies not so 
much in their apparent limitations as in the 
tendency of academicians to draw unwarranted 
conclusions from inadequate premises.” 

There is an excellent concluding chapter on 
consumer goals which moves convincingly to 
the conclusion that “the ultimate stage in our 
economic evolution will evolve the development 
of a science of consumption as elaborate and 
precise as our contemporary systems of pro- 
duction.” 

As a whole, The Economics of Consumption 
is an outstanding contribution to the literature 
of the subject. It will be found an invaluable 
help to teachers and students, but it should 
have a much wider reading public. Manufactur- 
ers and retailers as well as housewives would 
do well to follow this objective analysis of the 
consumer to discern the pattern of consump- 
tion upon which the survival of our system of 
production may ultimately come to depend. 

In the appendix there will be found the 
“Enabling Act for a Department of the Con- 
sumer,” drawn up by Oscar S. Cox, Assistant 
Corporation Counsel of the City of New York. 
This Act embodies recommendations bearing 
upon a consumer-oriented economic life. 


Emi.ie J. HuTCHINSON 
Barnard College 


MIDDLEMEN IN THE Domestic TRADE OF THE 
Unitep StatEs—1800-1860, by Fred Mitchell 


Tones. Illinois Studies in the Social Sciences, 


Vol. 21, No. 3, University of Illinois, Urbana 
—1937. 70 pp. $1.00. 


This dissertation might aptly have had 
“Some Early Beginnings” for a sub-title. Ap- 
proximate rather than definite dates are given 
in most instances. Original source material pre- 
dominates over the secondary. Government 
documents, state laws, newspapers and peri- 
odicals, autobiographies and biographies, local 
histories, and economic histories are some of 
the sources of which use is made. 

The general situation confronting such 
middlemen as wholesalers, factors and _ brok- 
ers, auctions, and retailers, at the dawn of 
the nineteenth century is discussed. The 
changes which occurred in these institutions 
prior to 1860 and conditions which brought 
about these changes are discussed. 

Chapter two, “The Wholesaler” deals with 
conditions which jeopardized the normal trade 
channel for imported textiles in 1800, name- 
ly the importer—jobber—retailer—consumer 
channel. The effects of such things as the rise 
of interior cities as wholesale markets, in- 
creased specialization by middlemen, the slow 
growth in importance of traveling salesmen, 
and the changes in credit extension are dis- 
cussed. 

Chapter three, “Factors and Brokers” while 
professing to discuss such functionaries as fac- 
tors, commission merchants, selling agents, and 
merchandise brokers, is largely devoted to com- 
mission merchants. This situation perhaps may 
be attributed to functional integration which 
was quite characteristic of the period. Func- 
tional integration receives but scant treatment 
by the author of the monograph. 

An excellent table of rates charged by com- 
mission merchants is found on page 23. This 
table illustrates the integration of purchase and 
sales functions along with the financial and 
shipping. 

Chapter four, “Auctions,” is perhaps the 
most satisfactory. The importance of auctions, 
the method of sale, and the anti-auction move- 
ment are discussed. Two great deficiencies 
occur in the handling of the material on the 
anti-auction movement. One, there is no state- 
ment of the arguments in support of auctions. 
In view of the breadth and scope of things 
covered in the nineteen arguments cited against 
auctions, there must have been some argu- 
ments in favor. What were they? This sug- 
gests another deficiency which is quite uni- 
versal for the whole work, namely, there is no 
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evaluation by the author of any of the argu- 
ments against auctions. 

Chapters five and six treat of the retailer 
under such topical headings as general stores, 
specialty stores, department stores, chain stores, 
public markets, peddlers, sources of supply, and 
sales promotion. The reviewer feels that Mr. 
Jones may have been guilty of wishful think- 
ing in his quest for origins. It is of doubtful 
validity, for example, to conclude that a classi- 
fication of goods in a store’s advertisement 
is indicative of a trend toward departmentali- 
zation within the store. When chain stores are 
discussed no mention is made of the trading 
posts owned by a trading company. 

Sales promotion activities are rather unsatis- 
factorily treated. For example, the discussion 
dealing with advertising is essentially one of 
“lay-out” with very little mention of sales ap- 
peal. Chapter seven, “Summary and Conclu- 
sions,” gives a good survey of the major trends 
during the period 1800-1860. 

The breadth of the subject suggests the 
question whether perhaps an adequate treat- 
ment might require more than some sixty-eight 
or seventy printed pages. Brevity of treatment 
leads to the omission of many things in which 
the economic or marketing historian is inter- 
ested. The avenues for future research opened 
up are perhaps the greatest contribution of Mr. 
Jones. In other words, it may serve as a spring- 
ing board for future research projects. 

E. J. SHEPPARD 
Purdue University 


SALESMANSHIP APPLIED, by Paul W. Ivey. New 
York: McGraw-Hill Book Co. Inc., 1937. 
409 pp. $3.00. 

The material in this book, as explained in 
the preface, comprises a course in salesmanship 
known as the “Paul Ivey Salesmanship Insti- 
tute” which Dr. Ivey has given in many 
cities throughout the United States. The book 
is intended primarily to aid salesmen and sales- 
women in increasing their selling efficiency. 

A brief picture of content and organization 
may be gained from the titles of the major 
parts: What is Salesmanship? Creative Sales- 
manship; Building Values; Types of Custom- 
ers; Why Customers Buy; Building Person- 
ality; The Selling Process; Opening the Sale; 
Closing the Sale; Super-Salesmanship; Buying 
Experiences. 

The book is written in short, crisp sentences 
and the first person is used throughout. This 


personal form of presentation carries convic- 
tion because of Dr. Ivey’s extensive background 
of selling and sales training experience. Much 
interesting and pertinent illustrative material 
appears in all of the chapters and Part XI con- 
tains six buying experiences with analyses, 
three for automobiles and three for furniture. 
Some readers, however, would probably have 
welcomed a greater number of these buying 
experiences covering additional products. Sug- 
gestions for improved performance, especially 
in retail selling, are constructive and specific. 

That there is no treatment of the economic 
implications of salesmanship is perhaps not of 
particular importance since the book is de- 
signed for salesmen. A brief statement, how- 
ever, would have aided salesmen in visualizing 
their place in the economic structure and in 
appreciating more fully the responsibility and 
dignity of their position. 

The sections on building personality and on 
retail selling are of particular merit. The author 
stresses the importance of personality traits 
that may aid or hinder sales and gives sug- 
gestions for self-evaluation and self-improve- 
ment. Even a casual retail shopping trip in- 
dicates the need for such improvement. 

The topics on locating prospects, planning 
and organization of the salesman’s work, and 
relations between the salesman and his firm, 
although given occasional mention, are not 
treated as fully as would be desirable in a book 
of this type. The problems incident to these 
topics are of very real significance to sales- 
men. 

Other topics that might have been accorded 
somewhat greater attention are industrial sell- 
ing, selling to wholesalers and retailers, prepar- 
ing organized sales presentations, and the im- 
portance of repeat selling. Methods of handling 
objections are treated at many points through- 
out the book but do not seem to fall into any 
very definite pattern. It should be said, how- 
ever, that the author takes particular pains to 
emphasize the basic importance of the indirect 
method of meeting objections. 

Organization of material is always a prob- 
lem and opinions will differ sharply but the 
division of the treatment of interest and desire 
between Chapter XVI for retail selling and 
Chapter XIX for field selling may prove con- 
fusing to some readers. Differentiation of the 
two types of selling is desirable for certain 
aspects but there are many other aspects that 
are common to both. The query may also be 
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raised whether the material on Super- 
Salesmanship might not have been interwoven 
in earlier chapters. 

Finally, there are very few problem-type 
questions in the book and no reading refer- 
ences are included. These omissions detract but 
little from the value of the book to the sales- 
man, but they would impair its usefulness in 
college classes. 

Salesmanship Applied should prove stimulat- 
ing and helpful to the practical salesman. The 
sections on building personality and on retail 
selling are excellent while certain other topics 
have not been given entirely adequate treat- 
ment and the organization is confusing at 
points. Considered as a whole, however, anyone 
interested in the literature of salesmanship 
should certainly become acquainted with the 
point of view and the wealth of illustrative 
material presented. 

Ross M. CUNNINGHAM 
Massachusetts Institute of Technology 


A PreFACE TO ApvVERTISING, by Mark O'Dea. 
New York: McGraw-Hill Book Co. Inc. 214 
pp. $2.00. 

The fifty-two essays that have been collected 
in this book were originally published in con- 
secutive issues of Printers’ Ink. They have a 
Printers’ Ink audience in mind: the alert ad- 
vertising man seeking new ideas, the executive 
who is scrutinizing his advertising plans, the 
copy writer with originality and the one who 
needs prodding, and all those advertising men 
who enjoy being told how important their pro- 
fession is to modern business. 

It is a book to be enjoyed—not studied. It 
has an editorial style which combines a pleas- 
ing expression of the author’s ideas with well- 
chosen illustrations of the points he is making. 
No new material has been added to the litera- 
ture of the field. 

The essays are arranged for casual reading. 
Essays on the same subject are scattered 
throughout the book. This arrangement will not 
help the teacher who might wish to use the book 
as outside reading. 

Almost every angle of advertising comes 
under Mr. O’Dea’s observation in one place or 
another in the book. There are essays on such 
subjects as: media, psychology, economics, 
ethics, and copy writing. Some of Mr. O’Dea’s 
best observations are on the subject of writing 
copy. While he rarely misses an opportunity to 
present advertising in its best light, he is 


critical and offers some valuable common-sense 
advice. 
F. C. Bioop 


University of Nebraska 


A. Stupy oF FLuip Mik Prices, by John M. 
Cassels. Cambridge, Mass.: Harvard Uni- 
versity Press. xvii, 303 pp. $4.00. 

This book is a much needed addition to the 
literature of commodity marketing. It deals 
with the difficult subject of price relationships 
in a somewhat broader field than the title sug- 
gests. While the emphasis is upon fluid milk 
prices in New England and the Middle Atlantic 
States there are some very valuable compari- 
sons involving milk, cream, butter and cheese 
prices of adjacent areas. 

The analysis in the first five chapters is pre- 
sented mainly in theoretical terms. Here is to 
be found a well written exposition of the Von 
Thiinen theory as applied to the production 
areas for milk, cream and butter. The author 
is careful, however, in his analysis of produc- 
tion responses of farmers to point out that 
there are factors peculiar to agriculture in addi- 
tion to those generally recognized by the 
classical economist, as evidenced in this qualify- 
ing statement: 

A decline in the price of his principal product 
may cause the farmer, instead of reducing his out- 
put, to work harder and produce more in order to 
maintain his total income by selling a larger 
amount at the lowered price. 


The later chapters are concerned largely 
with analysis of.empirical data. These data are 
taken in some instances from sources that ex- 
perienced market economists have found to be 
none too reliable, and therefore, the conclu- 
sions reached in some analyses may be faulty. 
Chapter XII dealing with milk price feed ratios 
and milk production leaves the reader much 
confused concerning the relationship between 
these two variables. The analysis in this chap- 
ter indicates that farmer reaction to the milk 
feed price ratio was quite different from 1921 
to 1931 than from 1917 to 1925. The value of 
the chapter is not lost in that it leaves the 
reader with some doubt as to the authenticity 
of such analyses. It certainly leaves the reader 
wondering if the reason why such analyses 
made at slightly different times by different 
workers show such widely varying results is 
not faulty data or incomplete analysis rather 
than changing attitudes of farmers. 

Chapter X, in which the author discusses 
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dealer margins and chain store differentials is 
disappointing. Here the presentation of sta- 
tistical data is almost entirely omitted and 
assumptions and opinions by the author are 
substituted. Statements with respect to prices 
paid producers by chain stores do not indicate 
whether the references are to milk bought on a 
classified or a flat price basis. Premiums to a 
few producers for milk used for bottle distribu- 
tion only might mean lower prices for all milk 
sold in the area, if retail price chaos results. 
The chapter as a whole sums up to a mild con- 
demnation of wagon distributors and a defense 
of the chain stores in their price policies even 
to approval of the sale of fresh milk and cream 
on a loss leader basis. This is hardly in tune 
with the unbiased scientific point of view of the 
remainder of the book. 

One of the most significant conclusions 
reached by the author is that conditions of per- 
fect competition are closely approximated in the 
wholesale markets for butter, cheese and con- 
densed milk, but that in the organized market- 
ing of fluid milk in the larger urban areas im- 
portant elements of monopolistic control are 
present. He sees in fluid milk prices monopoly 
gains that are substantially above the necessary 
additional costs involved in meeting the higher 
sanitary standards. He warns the reader, how- 
ever, in his final summary and conclusions 
against making the assumption that milk pro- 
ducers’ associations are the only monopolistic 
elements in the picture. 

The appendix contains a very good collec- 
tion of producer prices and other basic data of 
interest to the student of milk marketing. 

This book should be of special interest to 
teachers of agricultural marketing, those en- 
gaged in price research, and to managers and 
accountants in milk marketing associations and 
milk distributing companies. It is somewhat too 
advanced in type of presentation to appeal to 
milk producers and milk dealers looking for 
practical solutions of marketing problems. 

C. S. McBripe 
Ohio State University 


REAL Property INVENTORY OF THE CLEVELAND 
METROPOLITAN District AND CUYAHOGA 
County. Report No. 8 of the real property 
inventory of metropolitan Cleveland by 
Howard Whipple Green. 

At the time of the first Real Property In- 
ventory for Metropolitan Cleveland which was 
mace during the winter of 1932-1933, very 


meager market information was available relat- 
ing to urban property in the United States. 
Rapid progress has been made since that time. 
The Federal Real Property Inventory for 64 
cities in 1933 and 1934 under the supervision 
of the United States Bureau of Foreign and 
Domestic Commerce, and subsequent surveys, 
altogether in some 200 cities, by other agencies 
largely with the aid of emergency funds sup- 
plied by the Federal Government, have pro- 
vided extensive information on this subject. 
Cleveland, however, remains one of the very 
few cities in which detailed real property sta- 
tistics are secured each year. The periodic re- 
port for Cleveland is thus an event of annual 
importance in this field. 

Report No. 8 for the year 1936 discloses 
striking changes in the extent of use of urban 
real property in the Cleveland area during the 
past five years. Residential building in Metro- 
politan Cleveland showed a vacancy of 9 per 
cent in 1932. Although large, this figure was 
considerably less than the accepted figure at 
that time derived largely by casual observation. 
The volume just published reports vacancies of 
2.1 per cent. These vacancies were largely in 
the poorest and in the most expensive units and 
were accompanied by a distinct shortage of 
moderately priced dwellings. The report also 
mentions the revival in building which has 
taken place in the Cleveland area but points 
out the important fact that residential building 
in 1936 was still about one-fifth of the annual 
average during the period from 1920 to 1929. 

The 1936 report is also somewhat more ex- 
tensive in coverage than those for earlier years. 
In this volume separate statistics are available 
for all of Cuyahoga County as well as for the 
portions of the Cleveland Metropolitan Area in 
Lake County. Previous reports have tabulated 
statistics for the Cleveland Metropolitan Dis- 
trict but not for all of the outlying areas in 
Cuyahoga County. 

Parts V, VI, and VII of the report deal re- 
spectively with—Mortgage Finance, Office 
Space, and Daytime Population in Downtown 
Cleveland. The statistics and charts should 
prove of considerable interest and value to stu- 
dents of marketing. 

Although the Cleveland report is somewhat 
more elaborate than may be possible in other 
cities this particular study under the able direc- 
tion of Mr. Howard Whipple Green is an out- 
standing example of the development of real 
property statistics of basic importance in rela- 
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tion to general economic activity in a large 
American city. The splendid civic coéperation 
which has made this study possible is especially 
noteworthy. It is believed that many readers of 
this JOURNAL in addition to those who are al- 
ready familiar with the Real Property Inven- 
tory of Metropolitan Cleveland will find this 
volume of interest. 

LoweLt J. CHAWNER 

Bureau of Foreign and Domestic 

Commerce 


Cueck Lists oF ADVERTISING, SELLING AND 
MERCHANDISING EssENTIALS, by C. B. Lar- 
rabee and Henry W. Marks. New York: 
McGraw-Hill Book Co., 1937. 396 pp. $3.50. 


The implications of the title are borne out 
in the plan and content of this book prepared 
by the managing editor, and the manager of 
the Readers’ Service Department of the Print- 
ers’ Ink Publications. “No experienced traveler 
starts on a journey without checking, mentally 
or on paper, those things which it is essential 
for him to carry with him. No experienced 
merchandising executive should start on a mar- 
keting plan without making a similar check- 
ing. Without such a checking he may find, in 
the middle of a campaign, that he has left some 
valuable and essential piece of his merchandis- 
ing baggage behind him.” 

The sixty-six “check lists” or articles, some 
of which have previously appeared in Printers’ 
Ink publications are placed under these section 
headings: Sales Management, Advertising, 
Direct-Mail Advertising, Point-of-Sale Adver- 
tising, The Juvenile Market, New Products, 
Premium Merchandising, Dealer Relations, 
Market Research, Seasonal Marketing, and 
Miscellaneous. 

The book is designed primarily for market- 
ing executives rather than classroom use. The 
range of subjects covered is so wide and de- 
tailed treatment so lacking in many instances 
that it would be difficult to adapt it to ele- 
mentary marketing classes unless additional 
texts were used. 

The material is sound and understandable 
even though there is a lack of uniformity of 
style. Examples of different styles of presenta- 
tion may be illustrated by the following con- 
secutive articles: “Check List for Sales Man- 
agers” is composed entirely of thought- 
provoking questions, and is followed by “35 
Don’ts for Sales Managers,” in which the item- 
ized “don'ts” are augmented in each case with 


a short paragraph of explanatory matter. The 
next article on “12 Basic Plans for Compensat- 
ing Salesmen” is a brief description of each 
plan, while the following article, “11 Fore- 
thoughts on Sales Contests” is an itemized list 
of ideas, to each of which is added a paragraph 
of explanatory material. The article on “Multi- 
products of Advertising” by which the authors 
refer to the “by-products” is not really an ar- 
ticle or “check list” but a fairly complete lec- 
ture outline of the subject. The novelty of the 
style is accounted for by the fact that slightly 
more than one-half of the articles were pre- 
pared by different marketing executives. The 
remainder, though bearing no indication of au- 
thorship, were probably prepared by the au- 
thors or their colleagues. 

In a book of condensed readings, which this 
amounts to, uniformity of set-up is desired. 
The authors of each article should be indicated 
and sentence structure of similar titles should 
be the same; numbers used in titles are writ- 
ten out in some instances and in other in- 
stances the Arabic form is used, ie., “Nine 
Ways for Announcing Price Reductions,” “8 
Checking Points for Getting the Most Out of 
Samples.” Some of the articles that contain 
questions and explanatory material present the 
former in italics and other articles present the 
questions in bold type. In some articles the 
questions or “check lists” are not numbered 
even though the number is incorporated in the 
title, in other articles they are numbered. In 
some instances the mechanical set-up of certain 
pages makes it difficult to tell at a glance where 
one article ends and another begins. 

Comprehensive and basic material is espe- 
cially good in the articles entitled “53 Checking 
Points for Direct Mail” and “50 Window- 
display Questions.” In Section VI dealing with 
“New Products,” there are presented two inter- 
esting marketing origination and production 
charts, prepared in 1935 by the Bureau of For- 
eign and Domestic Commerce which indicate 
the studies a manufacturer should make prior 
to capital investment in the production and 
marketing of a new consumer product and a 
new industrial product. An entire course in 
marketing could be built around these charts. 

Considering the book as a whole, it repre- 
sents a valuable contribution to the field of 
marketing literature. A copy should be on the 
desk of every marketing executive. 

Noe P. Larrp 
Franklin & Marshall Collea 
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MARKETING RESEARCH—ITsS FUNCTION, SCOPE, 
AND Metuop, by D. M. Phelps. Ann Arbor: 
University of Michigan, 1937. 139 pp. $1.00. 
On page 94, Professor Phelps writes: “In- 

creased marketing costs are very likely to be 
the consequence of a failure to anticipate con- 
sumer wants effectively.” A more positive state- 
ment might have been written: “If marketing 
costs are to be reduced, and they must be re- 
duced, any material reduction can only be 
brought about by anticipating consumer wants 
more accurately.” This more thorough knowl- 
edge of the consumer and his wants can be 
gained, of course, through the greater use of 
market research. 

Doctor Phelps has not presented any new 
philosophy, idea, or technique for market re- 
searchers. His contribution rather is in present- 
ing the subject from three distinct points of 
view in condensed readable form. Writing in 
the “Author’s Note,” he says: “First, market- 
ing research will be related to economic theory, 
to show that it is greatly needed if our eco- 
nomic system—for that matter, any economic 
system—is to function effectively.” 

This subject is broken down in the following 
subheads: Questions of Marketing Policy, The 
Direction of Production, Orders in Advance 
versus Observation of the Market, Orders in 
Advance, the Assumption of Risk, and Antici- 
pation of Demand by Observation of Markets. 

“Next,” writes the author, “will be presented 
a broad analysis of the sales executive’s task 
and of the manner in which marketing research 
is used in the individual business enterprise.” 
Marketing research studies which are taken up 
are (1) those relating to demand, and (2) those 
relating to marketing expenditures. 

“Finally, scientific methods and their appli- 
cability in the solution of marketing problems 
will be considered in some detail.” Chapter 
headings here include: The Deductive Ap- 
proach, The Inductive Approach, The Suc- 
cessive Use of Deduction and Induction in 
Research Work, Observation versus Experi- 
mentation, Experiment in Marketing Research, 
and Observation Methods. 

It seems appropriate to close this review with 
a statement found on the first page: “Marketing 
research is concerned with getting the best 
possible answers to certain major questions of 
business; .. . questions such as these are never 
permanently answered. .. .” 

Witrorp L. WuitTe 

Bureau of Foreign & Domestic Commerce 
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OPERATING Resu_ts or DEPARTMENT AND 
SPECIALTY Stores 1N 1936, by Carl N. 
Schmalz. Boston: Graduate School of 
Business Administration, Harvard Univer- 
sity, 1937. 38 pp. 26 tables. $2.50. 

This is the latest and among the best of the 
bulletins on the operating results of department 
and specialty stores prepared by Mr. Schmalz. 
The study is based on the operations of more 
than 637 stores and the statistical material is 
presented in such detail and form as to be of 
great practical value to the individual mer- 
chant. Besides the usual profit statements found 
in previous bulletins, more detailed statistics are 
given for natural and functional expenses and 
considerable attention is devoted to the ex- 
penses and profit per transaction. 

For department and specialty stores the de- 
pression is definitely over. Evidence is pre- 
sented which indicates that the department 
store business is operating at a level slightly 
above that of 1929 and approximately at the 
all-time peak. In 1936 not one of the ten groups 
of department stores considered in the bulletin 
incurred a net loss and in most of the groups a 
substantial net profit was earned. The situation 
in respect to the individual store is pertinently 
summarized as follows: “The heads of such 
individual stores as still find themselves in diffi- 
culty should not ascribe their troubles primarily 
to hard times and expect the next wave of 
prosperity to wash their troubles away. If the 
troubles have not been reduced materially by 
such recovery as has occurred thus far, they are 
not likely to be drowned in what is to come; 
they presumably trace their ancestry to some- 
thing more deeply seated than the depression. 
... For 1937 it is suggested that store execu- 
tives should seize the opportunities of the pres- 
ent and get ready for the difficulties which lie 
ahead.” 

In general, the improved profits for 1936 
over 1935 are the result of maintaining the 
high gross margin percentage of the previous 
year while securing a relative decrease in ex- 
pense through a larger volume of sales and a 
higher level of retail prices. Both of the fore- 
going conditions helped reduce mark-downs and 
increase gross margins in 1936. 

One of the most interesting facts presented 
in the study is the remarkable profit showing 
of stores with sales volumes ranging from 
$300,000 to $1,000,000. These stores apparently 
are small enough to secure the economies of 
small scale operations and large enough to use 
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effectively many of the merchandising devices 
of the larger stores. 

Now that the depression is over, Mr. 
Schmalz points out three tasks for department 
store management. These are (1) to isolate and 
attack the pre-depression problems not yet 
solved; (2) how to gain the most strength from 
the present prosperity; and (3) how to prepare 
for the next depression. From these tasks it 
is evident that, in spite of the fine perform- 
ance in 1936, department stores are confronted 
with the serious problem of maintaining and 
improving their present condition. 

FE. H. GAuLtT 
University of Michigan 


}—Dicests or SOME LEADING ARTICLES ON 
MARKETING FROM SCIENTIFIC JOURNALS 


By Reavis Cox, University of Pennsylvania 


Students and practitioners of marketing re- 
search will do well to consult at least three 
articles in the recent issues of economic and 
statistical journals. All three are concerned 
with the statistical techniques used in this type 
of work. 

Most general in scope is Lyndon O. 
Brown’s “Quantitative Market Analysis Meth- 
ods” in the Spring issue of the Harvard Busi- 
ness Review. The second in a series of articles, 
this one describes six methods commonly used 
to estimate the potential markets for commodi- 
ties and analyzes the strengths and weaknesses 
of each method. The six methods, as classified 
by Professor Brown, are: 

(1) The direct data method, under which 
market potentials are derived from statistics on 
sales. 

(2) The corollary data method, under which 
the sales of one product (say, automobiles) are 
used as the guide to the market for another 
product (say, tires). 

(3) The single index method, which calcu- 
lates an index of general purchasing power 
and bases market estimates upon it. 

(4) The arbitrary factors method, under 
which the statistician uses his judgment to 
select indicators of market possibilities for his 
product and reaches his conclusion as to the 
potential market by averaging them. 

(5) The family budget method, which relies 
upon samples of family expenditures in each 
territory as a guide to market potentials. 

(6) The consumption rate method, which 
also studies family expenditures but concen- 
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trates attention upon one or two commodities 
for which it undertakes to get figures concern- 
ing the amounts consumed per month or per 
year. 

Professor Brown makes some penetrating 
comments concerning the use and abuse of each 
method. In a later article he plans to discuss 
a seventh method, multiple correlation, and to 
present the results of a comprehensive test he 
has made of the relative accuracy of the meth- 
ods most frequently used. 

Closely related to this discussion are two 
articles in the Journal of the American Sta- 
tistical Association for March which consider 
some of the statistical problems involved in 
correlating family income and family expendi- 
tures. Market analysts commonly group fami- 
lies into income classes and assume a relatively 
uniform pattern of expenditure for each income 
class. These authors present some telling criti- 
cisms of this assumption. 

Day Monroe, under the title “Analyzing 
Families by Composition Type with Respect to 
Consumption,” describes seven family types 
selected for analysis in the elaborate study of 
consumer purchases being made jointly by sev- 
eral Federal agencies. She explains why these 
seven were adopted and the extent to which 
they may be considered representative of the 
families of the United States. 

Faith Williams, writing on “Methods of 
Measuring Variation in Family Expenditures,” 
deals directly with the fallacies of the assump 
tion that in any one market all families with a 
given income distribute their expenditures over 
the various types of goods in about the same 
proportions. Taking figures obtained from a 
carefully selected sample of families in New 
York City, she shows that the spending habits 
of families at any one income level differ in 
very important ways according to the composi- 
tion of the family. Even where the percentage 
of the family income spent for any class of 
goods holds almost constant throughout the 
group, the specific items bought will vary widely 
from family to family according to its composi 
tion. 


A comparison of the growth of chain stores 
in this country and the Dominion of Canada 
is made by Charles F. Phillips in the American 
Economic Review for March under the title, 
“The Chain Store in the United States and 
Canada.” Professor Phillips bases his compari- 
son upon statistics gathered by the United 
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States Bureau of the Census for the years 1929 
and 1933 and by the Canadian Bureau of Sta- 
tistics for 1930 and 1933. He concludes that the 
position held by chain stores in the two coun- 
tries is quite similar. 


R. S. Alexander discusses the recent rapid 
spread of State “fair-trade” acts in an article 
on “Recent Legislation and the Price Problem” 
in the Columbia University Quarterly for June. 
Although the article was written primarily for 
laymen, the point of view expressed will inter- 
est the professional student of marketing. Pro- 
fessor Alexander condemns the legislation as 
being contrary to the interest of the consumer 
but concludes that “in case consumers make any 
very extensive use of the codperative method 
of buying which is open to them, or if retailers 
seriously develop their own brands as a weapon 
for combating abuses of the law, between the 
two of them, they may be able to give the buy- 
ing public the protection which its natural pro- 
tectors, the legislatures and the courts, have 
denied to it.” 


One of the most interesting of the many at- 
tempts which have been made to establish cen- 
tralized controls over industries through co- 
operative action with government sanction, is 
that of the producers of tin. The plan is 
analyzed by Charles A. Myers in The Journal 
of Business of the University of Chicago for 
\pril under the title “The International Tin 
Control Scheme.” Mr. Myers finds that the 
scheme “saved” the industry during the depres- 
sion in the sense that it prevented for the time 
being the failure of high-cost producers; but he 
expresses doubt that the basic difficulties will 
be solved without the elimination of these en- 
terprises. He finds that the scheme failed to 
achieve price stability, and he feels that the 
“fair” price established by the plan is un- 
reasonably high. His final conclusion is that 
extension of the plan for another five years, 


as decided upon last January, can hardly be 
justified. 


The Annals of the American Academy of 
Political and Social Science for May 1937 is 
devoted entirely to Consumer Codperation. 
Similarly, the June 1937 issue of Law and 
Contemporary Problems is devoted entirely to 
the subjects of Price Discrimination and Price 
Cutting. Both of these Journals contain much 
of interest to students and teachers of market- 


ing, 
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C.—Dicests or SOME LEADING ARTICLES ON 
MARKETING FROM TRADE PUBLICATIONS 


By Henry A. Burp, University of Washington 


ADVERTISING’s Two-ro_LD Task: THE SALE OF 
Goops AND THE RESTORATION OF PUBLIC 
CONFIDENCE IN BusiNess, by Raymond 
Moley. From Printers’ Ink, May 6, 1937. 
The job of advertising and of business is to 

restore the fragments of public belief in the 
integrity of business and in its broad social 
usefulness to the future development of a well- 
ordered, democratic America. To this end ad- 
vertisers must: 

1. Sell business men as well as the products 
of business. 

2. Make advertising an informed intelligence 
service for business. 

3. Point out to clients their social responsi- 
bilities to labor and the public. 

4. Promote vital challenges to government in 
the forward march of social and economic well 
being. 

5. Embody a broader social vision in ad- 
vertising individual products. 


Wuat Is ApverRTISING AGENCY’s REAL FuNc- 
TION? by Dick Dunne. From Printers’ Ink 
Monthly, July 1937. 

A good advertising agency is a discoverer 
or inventor of good sales ideas; failing that, the 
adaptor of old ones. Having acquired a good 
sales idea, the agency's real function is to pre- 
sent it in the language of the consumer and to 
cause him to react favorably. 

Each business man feels that his business is 
indispensable and that everyone should use his 
product. If he were to originate his own ad- 
vertising, his self-interest and trade language 
would make a confusing array of advertising 
copy from the consumer’s viewpoint. He fails 
to realize that there is the trade language con- 
sisting of the dialects and idioms of his in- 
dustry, and secondly, the common language 
which contains terms and expressions used and 
understood by men and women as individuals. 

The primary function of an advertising 
agency is to understand both the trade and per- 
sonal languages and to be able to translate the 
message of each individual business to the pub- 
lic generally. 


Are Grocery Jossers DicciInc THEIR Own 
Graves sy PusnuinGc Private Lapets? by 
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Fred J. Wright. From Sales Management, 

August 1, 1937. 

Some jobbers have voiced their intension of 
circumventing the Robinson-Patman Act by 
emphasizing private brands rather than na- 
tionally advertised products. 

If the majority of the manufacturers under 
the chiseling and secret allowance program 
were selling their products at a low average and 
still making money, there is no reason why they 
could not now make volume allowances on a 
uniform basis open to all, so that the largest 
jobbers would still have the advantage. If the 
small jobber was being soaked to pay losses 
resulting from secret rebates, there was need 
of correction. 

If jobbers push private brands and manu- 
facturers stop advertising, the net result will be 
shifting the burden of advertising to the job- 
ber. Is it likely that the manufacturer, a past 
master at advertising, will be advertised out 
of existence by a new group of jobber ad- 
vertisers ? 


Fuss Over FREIGHT FoRwARDERS. From Busi- 
ness Week, August 14, 1937. 


Whether the freight forwarder is doing a 
useful service and deserves being classified as 
a common carrier, or whether he is a parasite 
and should be eliminated, is the question fac- 
ing the Interstate Commerce Commission. 

The freight forwarder consolidates the 
freight of many less than carload lot shippers, 
charges them a little less than L.C.L. rates, 
ships the freight in carload lots, and calls the 
difference less expenses, profit. Three large 
companies do an annual business’ of 
$100,000,000. 

The railroads claim that instead of being 
hurt by this service, they actually make more 
money on forwarded freight because it entails 
less bother and worry. Secondly, they contend 
that if the forwarder were eliminated L.C.L. 
business would revert to the trucks and the rail- 
roads would lose the carloads now made up by 
the forwarder. Consequently, railroads are al- 
most openly assisting forwarders in every 
possible way. In fact, the New York Central 
holds a large financial interest in the country’s 
largest forwarding company. 

Since the forwarder has been in business for 
three decades and performs an economic serv- 
ice favored by the railroads, it is not unlikely 
that the Interstate Commerce Commission will 
consider him a common carrier, make his serv- 


ices open to the public, fix the tariff schedules, 
and otherwise regulate him. 


To Hatt ConsuMErR Cooperatives, by Gordon 
Cook. From Printer’s Ink, August 19, 1937. 
Consumer cooperatives in the grocery field 

will not normally develop in America as they 
have in Europe because of entirely different 
conditions here. They were enabled to start 
nearly a hundred years ago because inefficient 
and uneconomic wholesale and retail methods 
frequently left a wide cost and profit spread 
between producer and consumer. 

Consumers found that by operating their 
own store they could not only buy their food, 
but earn interest on their investment and re- 
ceive a dividend on their purchases. The spread 
between producer and consumer was thus nar- 
rowed. It was further diminished by the estab- 
lishment of wholesale codperatives and later by 
cooperative manufacturing. American chain 
stores and voluntary chains operate so efficient- 
ly that the spread between producer and con- 
sumer is narrowed almost to the point of ex- 
tinction. 

Another condition necessary for the estab- 
lishment of a successful consumer cooperative 
in the grocery field is a high percentage of ex- 
tremely low incomes. In Sweden, about 85% of 
wage earners receive less than $750 per year, 
whereas in America about 85% receive more 
than $750 per year. Although consumer co- 
operatives will not normally develop in America 
because the two necessary conditions—ineff- 
cient operation and starvation incomes—do not 
exist here, nevertheless there is danger of ab- 
normal development in this field. Department 
store consumer cooperatives can develop in 
America. If groceries are carried as a side line 
at approximate cost, it could completely dis- 
rupt established food distribution channels. A 
more significant possibility is that labor unions 
may develop consumer cooperatives. 

The trend of the consumer cooperative 1s 
toward monopoly of distribution, manufactur- 
ing, and such collateral services as banking, 
insurance, transportation, etc. It is more 
monopolistic and more capitalistic than capital- 
ism itself. It cannot stop Communism nor 
Fascism. The talk about its being a new social 
order is far fetched indeed. It is democratic in 
theory but in practice a few men control tre- 
mendous wealth and exert enormous political 
pressure. 

If consumer codperatives in the grocery field 
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were successful in America, they would ruin the 
business of our present manufacturers, whole- 
salers, chains, voluntaries, and independents. 
The answer to these threats may be found in a 
new type of food distribution, the “quasi- 
consumer cooperative.” This would be an ap- 
proach to the consumer cooperative just as the 
voluntary chain was an approach to the real 
chain. The method of organization would be for 
the jobber-sponsor to take his retail members 
into business with him by selling each an inter- 
est in the wholesale business so that they could 
share in its profits. The second step would be 
for the retailer to tie up his consumers with 
“certificates of participation” entitling them to 
patronage dividends. Such a plan would stop the 
development of the consumer cooperative in the 
grocery field because it would give the con- 
sumer everything the cooperative can give, and 
at the same time would benefit everybody now 
interested in food distribution. 


Automatic Ice Cream. From Food Industries, 

August, 1937. 

Frost-O-Matic, simple in design and opera- 
tion, vends a nickel, cardboard-wrapped, two 
and one-half ounce brick of ice cream with 
wooden or paper spoon attached. It weighs but 
five hundred pounds, holds one hundred and 
fifty bricks of ice cream, and requires a maxi- 
mum of twenty-one pounds of solid carbon di- 
oxide refrigerant for seventy-two hours’ opera- 
tion. Operated by a hand lever, it has an un- 
canny ability to reject slugs. 
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Tests made in New York and Chicago dur- 
ing mid-winter zero temperatures reveal a sur- 
prising and profitable sale of ice cream from 
these machines. Subways, office buildings, and 
factories are logical locations. 

The makers of this machine, by adapting it 
slightly, expect to increase greatly the outlets 
for many frozen foods. 


A YEAR UNDER RopiNson-PATMAN, by John H. 
Crider. From Nation’s Business, August, 


1937, 


The status of the Robinson-Patman Act 
after one year on the statute books is by no 
means certain. Many views as to its probable 
effect may be taken, but all forecasts for the 
coming year are that the act will be more effec- 
tively enforced. 

The Federal Trade Commission has added 
no personnel and has spent only $60,000 on the 
act this year. With an anticipated $450,000 for 
its enforcement next year, more attorneys and 
economists will be added and greater activity 
will be evidenced. 

Some contend that the courts will narrow the 
application of the act by strict construction, 
which will result in business men continuing 
their same old practices. 

A third view is that the Commission doesn't 
know what it is doing, that it has been un- 
fortunate in picking test cases, and that any 
effective enforcement of the act has already 
been somewhat nullified. 








A. M. A. Notes 


ALBERT HARING 


The new constitution framed by a committee 
chairmanned by Professor George B. Hotchkiss 
of New York University met with almost uni- 
versal approval from the membership. Of the 
624 ballots mailed out, 331 were returned before 
the deadline of September 15. There were 325 
affirmative votes and six negative ones. Several 
constructive criticisms were made by the mem- 
bers disapproving the new constitution. Every 
suggestion turned in will be turned over to the 
committee for further consideration. 

During the summer, a number of new mem- 
bers joined our ranks. These are: Harper E. 
Carraine of Collingswood, New Jersey; Lynn 
W. Ellis of Lynn Ellis, Inc.; Harry C. Hensley 
of the Farm Credit Administration; Philip A. 
Johnston of the Philip Carey Company; Mich- 
ael Jucius of Ohio State University; Wilfred 
E. Jost of Braun and Company; Hector Lazo 
of the Codperative Food Distributors of Amer- 
ica; S. M. Masse of the Statistical Research 

3ureau of Cleveland; George A. Morgan of the 

Peoples Gas Light and Coke Company of Chi- 
cago; Clarence D. Stevens of Antioch College; 
Albert E. Strass of the Market Research of 
Cleveland; and Dale Wylie of the Iron Fireman 
Manufacturing Company. 

Dan J. Carmichael has moved from Dowling 
College to Drake University; Jean F. Carroll 
is now with the Kroger Grocery and Baking 
Company in Cincinnati; John H. Frederick has 
resigned from the University of Pennsylvania 
to become managing editor of Electrical Whole- 
saling; K. G. Fuller has become manager of 
market research for the Carnegie-Illinois Steel 
Company; Karl D. Reyer has moved from the 
University of Oklahoma to Louisiana State 
University; W. Mackenzie Stevens has left 
Louisiana State University to become head of 
the Department of Economics and Business 
Administration at the University of Maryland. 

The final program for the December meet- 
ing will be sent to the members as soon as prac- 
ticable. An interim report of the Program 
Committee is of interest: 


A.M.A. ANNUAL MEETING, ATLANTIC CITY, 
DECEMBER 27-30 


The mid-winter annual meeting of the Ameri- 
can Marketing Association will be held in At- 


lantic City on December 27 to 30 in connection 
with other groups known as the social science 
associations. The headquarters will be the 
Chalfonte-Haddon Hall Hotels. 

This year the codperating groups, in order 
of seniority, include the American Economic 
Association, the American Statistical Associa- 
tion, the Farm Economic Association, the 
American Marketing Association, the Ameri- 
can Associaton for Labor Legislation, the As- 
sociation of Teachers of Business Law, the 
American Accounting Association, the Ameri- 
can Sociological Society, the American Associa- 
tion of University Teachers of Insurance, and 
the Tax Policy League. Because of separate in- 
terests and limitations of hotel accommoda- 
tions, the American Sociological Association 
has elected to meet at the Claridge Hotel, but 
central registraton desks will be maintained at 
the Chalfonte-Haddon Hall Hotels for all as- 
sociations. With the exceptions of the possibl 
use of the Auditorium of Convention Hall for 
large banquet meetings and the separate mect- 
ings of the American Sociological Society, it 
is hoped to house all the general meetings in 
the Chalfonte-Haddon Hall Hotels. The Ameri- 
can Political Science Association will meet in 
Philadelphia this year and is not one of the 
cooperating groups. Members of the American 
Marketing Association should reserve hotel 
rooms early this year in order to be assured of 
the best room selections. Details of hotel rates 
are appended to these notes. 

The Joint Committee on Local Arrangements 
for all the social science associations is chair- 
manned by Howard T. Hovde, who also repre- 
sents the American Marketing Association on 
the Committee. This Committee is charged with 
space allocations and the publication of the 
Joint Program as well as other details of ar- 
rangements. The general program for annual 
meetings of the American Marketing As- 
sociation is also headed by Dr. Hovde who 
has been ably assisted by committee appoint- 
ments including Wroe Alderson, Neil Borden, 
Lyndon O. Brown, C. C. Chapelle, Kenneth 
Dameron, Royal G. Davis, Robert F. Elder, 
Henry Holtzclaw, FE. H. Gault, Warren W. 
Leigh, D. B. Lucas, Vergil D. Reed, L. Edward 
Scriven, W. MacKenzie Stevens, Roland S. 
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Vaile and the officers and directors of the As- 
sociation. In addition to the above Committee 
other members of the Association have been 
consulted relative to programs. The Committee 
was responsible for the Cleveland program in 
June and is bending its efforts to complete the 
Atlantic City program as soon as possible. 

Several joint meetings will be held with the 
cooperating social science associations. Among 
the division of labor of the members of the pro- 
gram committee, covering the Atlantic City 
meetings, Roland S. Vaile is responsible for a 
joint meeting with the American Economic As- 
sociation on the general topic, “The Relations 
of Durable Goods to the Fluctuations in In- 
vestments.” Topics on durable consumer goods, 
housing, and the automotive industry will be 
discussed along with installment buying. 

Two joint meetings will be held with the 
American Statistical Association. Lyndon O. 
Brown, cooperating with John H. Cover, is 
arranging a meeting on “Measurements of Mar- 
kets and the Adequacy of Marketing Methods.” 
Vergil D. Reed, similarly, has undertaken the 
completion of a session on “Market Price and 
Cost Analysis.” The final selection and accept- 
ance of speakers for both these meetings is 
nearly complete. 

A joint meeting with the American Farm 
Economic Association may be arranged if a 
marketing topic is found to be acceptable to 
both associations. At the present time action 
has been postponed on the proposed joint ses- 
sion 
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Among individual sessions sponsored solely 
by the American Marketing Association, is a 
meeting particularly designed to appeal to 
teachers of marketing on the general topic of 
“Marketing Research Among our Colleges and 
Universities.” Ralph F. Breyer is preparing a 
paper on procedure in the supervision of under- 
graduate research. Among other papers that 
will be presented in this session are topical re- 
ports on research for graduate students and 
research procedure of university bureaus of 
business research. Wilford L. White has prom- 
ised the completion of a compendium of 
“Topics for Marketing Research” which was 
begun some years ago by the Bureau of For- 
eign and Domestic Commerce. E. H. Gault is in 
charge of this session. 

Neil H. Borden is arranging a critical ses- 
sion on “The Economics of Advertising.” Two 
other sessions are contemplated; one designed 
to appeal particularly to the practitioners of 
marketing, the other to teachers of marketing 
in their specialized work. In addition there will 
be an annual dinner at which the Presidential 
address will be made and a short business meet- 
ing of the Association. 

A minimum of overlapping of programs has 
been arranged. The complete program with the 
schedule of meetings and topics should be ready 
to mail to members during November. The 
Joint Program for the allied social science as- 
sociations goes to press in early December and 
will be distributed at the registration desk at 
the Chalfonte-Haddon Hall Hotels. 


ATLANTIC CITY 
SPECIAL CONVENTION RATES 
ALL ROOMS WITH BATH 


The figures opposite the name of each hotel indicate the number of rooms available at the rate quoted at the head of the column. 
ates on Exception or De Luxe Rooms and Suites are also available upon request. 





Boardwalk Hotels Single Rooms—with Bath Double Rooms—with Bath 
3.00!3 .50/4.00/5 .00|6.00|8.00/9.00 ¢ . .00|5 . 50/6 .00/7 .00)8 .00/9 .00) 10.00 














Ambassador 20 20 | 50 | 10 180 |200 | 75 25 











Brighton 20 40 | 35 30 | 35 | 35 


Chalfonte-Haddon Hall 75 75 


























Chelsea 5 15 82 

















Claridge 40 50 











Dennis 4 20 
Knickerbocker 5 50 

















Marlborough-Blenheim 10 








New Belmont 10 
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Avenue Hotels Single Rooms—with Bath Double Rooms—with Bath 





3.50|4.00!5.00 .00|5 .00|5 .50|6.00|7 .00|8 .00 


Arlington 2 12 | 














Colton Manor 20 4 60 











Franklin Inn 





Gaslyn-Chatham 








Jefferson 





Kentucky 


Lafayette 











Madison 








Monticello 


Morton 








Princess 


60 
20 
70 
50 


10 
4 

















Senator 50 





Thurber | 10 



























































* Rates on single and double rooms with running water available upon request. 





